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PAYMENTS TO ScHoo. Districts AND ASSISTANCE FOR SCHOOL 
CONSTRUCTION 


Mr. Focarry. We have two supplemental requests for the Office 
- Education to consider, contained in House Document No. 88. One 
; for payments to school districts and the other for school construc- 


tions At this point we will insert the pertinent parts of House Docu- 
ment No, 88. 


PAYMENTS TO SCHOOL DISTRICTS 


“For an additional amount for ‘Payments to school districts’, 
$20,000,000.” 


Public Law 732, approved August 31, 1954, postponed until the fiscal year 1956 
application of a provision in Public Law 248, approved August 8, 1953, requiring 
school districts to absorb a greater portion of the impact of Federal activities on 
school attendance. It is chiefly for this reason that a proposed supplemental 
appropriation of $20 million is needed to provide full payments in the current 
— year to all eligible school districts for maintenance and operation of school 
acilities. 


(1) 
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ASSISTANCE FOR SCHOOL CONSTRUCTION 


“For an additional amount of ‘Assistance for school construction’, 
$48,500,000; and said appropriation and the uncapended balances 
of amounts heretofore appropriated under this head and under the 
head ‘School construction’ shall, to the extent that they are or may 
become unobligated, be merged and such amounts shall be available, 
and remain available until expended, for the program of school con- 
struction as authorized by the Act of September 23, 1950, as amended 
by the Act of August 8, 1953, and the Act of August 31, 1954 (20 
U.S. C. 271-311): Provided, That the limitations under this head in 
the Supplemental Appropriation Act, 1954, and in the Department 
of Health, Education, and Welfare Appropriation Act, 1955, on the 
amounts available for carrying out title IV of Public Law 815, as 
amended, are repealed: Provided further, That nothing herein shall 
(1) increase the amounts previously available for title II of Public 
Law 815, or (2) otherwise than as expressly herein provided affect 
the limitation imposed by section 8 of the Act of August 31, 1954 
(Public Law 731).” 


Public Law 731, approved August 31, 1954, extended for 2 years the program 
of assistance for school construction authorized by Public Law 815, approved 
September 23, 1950, as amended. The extended program chiefly provides pay- 
ments to school districts whose enrollments have increased between July 1, 1954, 
and July 1, 1956, because of Federal activities. The purpose of this proposed 
supplemental appropriation is principally to provide the funds needed to make 
payments based on applications for assistance received from school districts prior 
to December 1, 1954. 

The $48,500,000 additional appropriation, together with unobligated balances 
of funds granted for previous construction aid programs which would be made 
available by the proposed language, will provide a total of $70 million to meet 
these requirements. Since all anticipated applications for assistance under the 
programs authorized by Public Law 815, approved September 23, 1950, and Public 
Law 246, approved August 8, 1953, have been received and processed for approval 
or eligibility the estimated balances remaining can be applied to the requirements 
under the new law. 


Mr. Focarry. We will insert your prepared statements at this point, 
Dr. Brownell. 
(The statements referred to are as follows :) 


PAYMENTS TO SCHOOL DISTRICTS 


OPENING STATEMENT BY COMMISSIONER OF EDUCATION BEFORE COMMITTEE ON 
APPROPRIATIONS ON SUPPLEMENTAL ESTIMATE, FISCAL YEAR 1955, For “Pay- 
MENTS TO SCHOOL DISTRICTS, OFFICE OF EDUCATION” 


Public Law 732, enacted by the 83d Congress, suspends for 1 fiscal year the 
effective date of the 3-percent absorption provision contained in Public Law 874, 
as amended by Public Law 248. The effect of this action is to increase the costs 
of the program in fiscal year 1955 beyond those contemplated by the Congress 
when the regular appropriation act was passed. The purpose of this supplemental 
request is to meet the additional costs resulting from Public Law 732. 

Eligibility under Public Law 874, as amended, is determined for each applicant 
school district by the numbers of federally connected pupils in attendance. A 
rate of payment per pupil is fixed in accordance with a formula contained in the 
law. The 3-percent absorption clause would require all school districts to accept 
a uniform percentage of Federal pupils without payment. Originally scheduled 
to become effective in fiscal year 1955, this provision is now scheduled to begin 
with fiscal year 1956. 

The regular appropriation act by the Congress for fiscal year 1955 provided 
$55 million for payments to school districts. The estimated costs of the program 
for the year now amount to $75 million, thus creating the need for a supplemental 
appropriation of $20 million. 

Since Public Law 874, as amended, requires the Commissioner to prorate exist- 
ing funds among all eligible applicants when entitlements exceed appropriations, 
it has been necessary to initiate payments to school districts in fiscal year 1955 
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at 65 percent of full entitlement. The request before the committee is designed to 
permit the payment of 100 percent of entitlements to eligible school districts. 

Applications for assistance under this law must be submitted by March 381, 
1955. 


SCHOOL CONSTRUCTION 


OPENING STATEMENT By COMMISSIONER OF EDUCATION BEForRE COMMITTEE ON 
APPROPRIATIONS ON SUPPLEMENTAL ESTIMATE, FISCAL YEAR 1955, For “AssIist- 
ANCE For SCHOOL CONSTRUCTION, OFFICE OF EDUCATION” 


In the closing days of the 88d Congress, Public Law 731 was enacted to extend 
for 2 more years the program of school construction assistance authorized by 
title III of Public Law 815 (as amended by Public Law 246). Funds were not 
appropriated to initiate the new program since the regular appropriation bill 
had been acted upon by the Congress prior to the passage of Public Law 731. 

Under this program, school districts may submit applications for school con- 
struction assistance covering the 2-year period June 1954-56. Eligibility of dis- 
tricts is determined for each of three categories of federally connected pupils on 
the basis of the estimated 2-year increase in enrollments of such pupils. Pay- 
ments on approved projects are limited by the funds required to provide minimum 
school facilities for pupils in excess of the normal capacity of existing school 
facilities in the applicant school districts. 

In order to launch the extended program as expeditiously as possible, Decem- 
ber 1, 1954, was established by regulation as the first cutoff date for the sub- 
mittal of applications by local school districts. As of that date, some 544 school 
districts had made application for funds. Approval of applications and reserva- 
tion of funds for projects must await the appropriation of funds. 

Tentative estimates of requirements for the extended program of assistance 
amount to $94 million. The supplemental request now before the committee 
amounts to $70 million to initiate the program ($48.5 million by direct appropria- 
tion, with proposed appropriation language to authorize the use of unobligated 
balances available from previous appropriations estimated to amount to approxi- 
mately $21.5 million). 


PAayMENTs TO ScHoot Disrrictrs 


Mr. Focarry. The first item we will take up is payments to school 
districts. 


COSTS DUE TO POSTPONING 3 PERCENT ABSORPTION 


Now, as I understand it, this request is for $20 million for payments 
to school districts which is the old Public Law 874 as amended? And 
the reason this request is before us now is because in the closing days 
of the session, a bill was passed waiving the 3 percent absorption clause 
for 1 year, is that correct? 

Dr. Brownewu. Yes. 

Mr. Focarry. How much of the $20 million is directly connected 
with postponing that 3 percent absorption clause ? 

Dr. Brownett. Mr. Grigsby, can you give the figures on that? 

Mr. Gricssy. We have attributed $17 million of the $20 million to 
the effect of the postponement of the 3 percent absorption. 

Mr. Focarry. Briefly for the committee, tell us what that 3 percent 
absorption is, and how it was waived for 1 year. 

Mr. Gricssy. The 3 percent absorption requirement, so-called, was 
incorporated in the amendment of Public Law 874 by the passage of 
Public Law 248 in the 1st session of the 8ist Congress, Public Law 
248 made certain amendments, some of which would be effective in 
fiscal 1954 and others effective in fiscal 1955 and thereafter. 
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This provision of absorption was to be effective in fiscal 1955. Pre- 
viously, there had been an eligibility requirement on the part of local 
school districts, applying for assistance under the law. That required 
that 3 percent of the average daily attendance of the school district 
must be federally connected children in certain categories, the so- 
called categories, A and B. Category A is children who reside on 
Federal property with the parent employed on Federal property ; and 
category B is children who either reside on Federal property or have 
a parent employed on Federal property, but not both. Usually they 
live in taxpaying residential property, but the parent is employed on 
Federal property. 

In both those categories, under section 3, there was a 3 percent 
eligibility requirement. The amendment made effective for fiscal 1955 
by Public Law 248 would have based payments on the previous year’s 
average daily attendance, and in calculating that average daily at- 
tendance would have counted an A child as one, and a B child as one- 
half. You take the sum of 

Mr. Taser. What isan A child and what isa B child? 

Mr. Griespy. A category A child is a child of a parent who resides 
on Federal property with the parent employed on Federal property. 
A category B child is a child whose parent is employed on-Federal 
property, or who resides on Federal property, but the parent is em- 
ployed on private property. The B child is counted as one-half, and 
you take the sum of the A’s and the B’s and you subtract that from the 
total attendance to get the number of non-federally connected chil- 
dren. You take 3 percent of the non-federally connected children and 
subtract it from the sum of the A’s and one-half of the B’s, which gives 
you the number of eligible federally connected children on which you 
make payment. 

Now, the effect of that new method of computing eligible children 
was to reduce total entitlements of federally affected school districts 
applying for assistance under the act under section 3 by 25 percent. 

When the effect of that amendment of the law became generally 
known by the affected school districts, there was considerable pressure 
from the school superintendents on the Congress to defer that par- 
ticular amendment or its going into effect, to defer putting it into effect 
for another year in order to give, as the committee report said, an op- 
portunity for the legislative committees to have another look at that 
particular feature of the amended law. That postponement was made 
by Public Law 732, which was passed in August of last year. That 
was after the appropriation for this program had been acted upon in 
July. We had no opportunity at that time to come before the com- 
mittee with a requested supplemental. 

If the supplemental is not forthcoming, it will mean that we will 
have to pay to these applicant school districts on the basis of a pro- 
ration of the amount appropriated against the amount of their entitle- 
ments. At the present time that proration is being made and the first 
payment is being made to these school districts on the basis of 65 
percent of their entitlement. It is rather obvious in a great many of 
these school districts that if having depended upon the Federal pay- 
ment in making their budgets for the current year, only 65 percent of 
the payment is forthcoming, some of them will be put in rather difficult 
financial situations toward the end of the year. Some will terminate 
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their schools a bit early, and others will have to borrow to see them 
through. 

Mr. Focarry. Now, that means that you’re $17 million short in 
meeting the entitlements by 100 percent; is that right ? 

Mr. Griessy. Our best estimate at this time, Mr. Chairman, is that 
we are $20 million short in being able to pay 100 percent of the entitle- 
ment. The difference between the $17 million which is attributable to 
the postponement of this 3 percent absorption, and the $20 million 
that we are requesting, is that the latest data that we have on this pro- 
gram would indicate that it will take $20 million rather than the $17 
million in order to pay 100 percent. 

You may recall that when we were before the committee last year we 
requested $58 million. That was the amount sent over by the Bureau 
of the Budget. The committee reduced that amount to $55 million 
with the statement to the effect that if it didn’t prove enough, as usual 
they might expect to see us back here requesting a supplemental. 

Mr. Focarry. We were about $3 million short. 

Mr. Griessy. About $3 million short, we think. 

Mr. Fogarty. Now, the President’s budget was originally for $19.2 
million, and yours is for $20 million. What is the explanation of that 
$800,000 item ? 

Mr. Ketriy. That was based on the early budget figures, but in Janu- 
ary a revised estimate was prepared on the basis of which this supple- 
mental was submitted. 

Mr. Fogarty. That was based on applications ? 

Mr. Ketty. It was on the basis of the actual known enrollment. 


Mr. Griespy. It was based on a fall estimate, whereas the $20 million 
is based on a more current estimate. 

Mr. Focarry. From the best knowledge you have at the present time, 
this $20 million will pay 100 percent of what these school districts are 
entitled to between now and July 1; is that right ? 

Mr. Griessy. That is right. We might say in that connection that 
we think it is on the conservative side, if anything. 


ScuHooLt CoNstTRUCTION 


Mr. Focartry. Now, Dr. Brownell, will you give us a short statement 
on the request for more school-construction funds? 

Dr. Brownety. Public Law 815, as amended by Public Law 246, and 
Public Law 731 in the 83d Congress provides for Federal assistance to 
local school districts in the construction of school facilities needed to 
house increases in enrollment of federally connected pupils. 

Eligibility of school districts is determined on the basis of the esti- 
mated 2-year increase of federally connected pupils during the period 
June 1954 to 1956, as related to the average daily membership in the 
school year 1953-54. Federal payments are computed for each of the 
three categories of pupils, as a percentage of the State average cost of 
constructing minimum school facilities. Individual construction 
projects are approved on a priority basis in terms of relative urgency of 
need. 

The request before the committee for assistance for school construc- 
tion of $48.5 million for fiscal year 1955 plus the proposed reappro- 
priation of unobligated balances from previous appropriations—esti- 
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mated to be $21.5 million, is designed to initiate the program of school 
construction authorized by Public Law 731, 83d Congress. This esti- 
mate of requirements is based on applications submitted by local edu- 
‘ational agencies as of December 1, 1954, the first cutoff date for the 
recently extended program. 


ESTIMATE OF UNOBLIGATED BALANCES 


Mr. Focarry. Now, Doctor, this request before us is for $48.5 mil- 
lion, plus the unobligated balances in previous appropriations which 
you estimate to be $21.5 million. How did you estimate those unobli- 
gated balances to be $21.5 million ? 

Dr. Brownett. I think Dr. Grigsby will give the detail on that. 

Mr. Gricspy. The estimate of $21.5 million unobligated balances as 
given, I believe, in the justification of estimates, arises from two appro- 
priations. Heretofore there was an appropriation called school con- 
struction. That was the appropriation under which the Congress 
took care of the needs under title II of Public Law 815 which ex- 
pired for ee ation purposes on June 30, 1952; and the other appro- 
priation is called assistance for school- construction to distinguish 
it from the first one. That is the appropriation under which ‘Con- 
gress took care of the needs under Public Law 246, which was the 
law extending Public Law 815 for 2 additional years. 

Now, under the first appropriation, that is the old title II of Public 
Law 815, our unobligated balances in that appropriation result very 
largely from the fact that there have been underruns in the construc- 
tion costs on a number of these schools that were constructed under 
title IT. 

You see, we make a reservation of funds for a school-construction 
project in terms of the estimate provided by the Housing and Home 
Finance Agency. That gives the cost of that project. They study the 
plans and specifications and give us that. That is a tentative reserva- 
tion of funds, and on that basis the school district is notified of the 
reservation and the amount of the reservation is there, and they pro- 
ceed to have their architect complete the final plans and specifications 
and prepare the contract documents. 

When the project is formally approved we make a 10-percent pay- 
ment on the basis of the estimated costs. When the final contract is let, 
it sometimes runs under, and sometimes over, but usually it has been 
running a little under the estimate. The accumulation of those under- 
runs largely accounts for the $3 million that we have estimated as being 
available in this first appropriation for school construction. 

We are estimating $18.5 million to be available under the second ap- 
propriation title of “Assistance for school construction.” That has re- 
sulted largely from the fact that the number of applications and the 
cost of the projects, under the extension of the law, by Public Law 246, 
has not come up to expectations. Some of it is due to the fact that 
under section 305, which is the section which provides assistance to 
local school districts, a considerable number of school districts who 
had filed applications by November 24, 1953, wh1.. was the cutoff date 
for that, could not be reached on the priority list in terms of the first 
appropriation made, of $70 million. 
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Consequently, some of them in the urgency of their need went ahead 
and entered contracts for the construction of schools after that first 
cutoff date and before they were reached when the second cutoff date 
came along, and an additional appropriation had been made. 

Under the law we were required to limit the amount we could pay to 
the number of unhoused children, not to exceed the number of feder- 
ally connected children, so that when they had contracted within the 
first and second cutoff dates for school facilities, we had to count these 
facilities as available when we got to them after ‘the second cutoff date. 
There was some $6 million of Federal payment lost by reason of that 
fact, that they had entered into contracts between the first and second 
cutoff dates. 

There was a reduction by reason of the fact that we had estimated 
that we would receive before June 30, 1954, projects covering the full 
entitlements that had been calculated for these applicants. Those proj- 
ects did not come in to cover their full entitlement. They lost at that 
point about $4 million, or there was a $4 million reduction. Those two 
taken together account for almost $10 million of the $18.5 million. 

Under section 310 which is the section which provides for the con- 
struction of school facilities on Federal property, where no local edu- 
cational agency can use its funds to construct schools, we had expected 
applications to materialize for about $12 million. We actually received 
by the final cutoff date, June 30, 1952, approvable applications from 
Federal agencies of $4.5 million, which left a balance there of $7.5 
million. 

‘There was about $2 million under section 401 of the act, that is 
under title IV. Title IV provides for assistance to school districts 
which have a substantial proportion of their children who live on 
Federal property, the immunity of which to taxation has caused 
a continuing financial burden on the community, so that they have 
been unable to provide needed school fac ilities. We had expected 
under that provision for which there was an authorization in the basic 
act of $20 million, the full $20 million to be used. It appears that 
approximately $2 million of that will not be needed for section 401. 

In total there is about $21.5 million of unobligated funds that we 
think will be available and the language requests in effect reappropri- 
ation, or makes available that unobligated balance. 


EXPLANATION OF NEW LANGUAGE REQUESTED 


Mr. Focarty. The language reads: 


* * * and said appropriation and the unexpended balances of amounts here- 
tofore appropriated under this head and under the head “School construction” 
shall, to the extent that they are or may become unobligated, be merged and 
such amounts shall be available, and remain available, until expended, for the 
program of school construction as authorized by the act of September 23, 1950, 
as amended by the act of August 8, 1953, and the act of August 31, 1954 (20 
U. S. C. 271-311) : Provided, That the limitations under this head in the Supple- 
mental Appropriations Act, 1954, and in the Department of Health, Education, and 
Welfare Appropriation Act, 1955, on the amounts available for carrying out 
title IV of Public Law 815, as amended, are repealed. 


What do those two provisos mean ? 





Mr. Gricssy. There were two limitations. One was in the Supple- 
mental Appropriation Act of 1954 which said that $8 million of the 
money should be available for title IV, for section 401. The regular 
appropriations act of 1955 said that $12 million of the $70 million 
appropriated in that act shall be available for title IV. The sum of 
the two, $8 million and $12 million, making $20 million authorized by 
the basic law. 

Now, this is to say that those appropriation limitations are removed. 
You would still be under the limitation in the basic act of $20 million. 
The funds are reserved by reason of the two appropriation acts so that 
they are not available for the purposes of title III of Public Law 731. 

Mr. Fogarry. Is it not sont time that we knew whether or not they 
are going to be needed ? 

Mr. Griessy. We think they will not be needed. 

Mr. Focarry. Can we not turn the rest of that $20 million back to 
the Treasury, then ? 

Mr. Grigspy. That is the way we started out, to cause the rescission 
of this amount, and the supplemental appropriation of the $70 million. 

For reasons that 1 am not competent to discuss, a decision was made, 
I believe, in the Bureau of the Budget, Mr. Kelly, to follow the other 
procedure. 

Mr. Ketry. I think the Department originally proposed reapprop- 
riating. The Bureau of the Budget decided not to, but to cancel the 
fund and appropriate $70 million, and it so shows up that way in 
“Proposed for Later Transmission” in the United States budget. 

At the time we presented the estimate for transmission as a supple- 
mental in January, it was decided to transmit it the way you now have 
it before you. The basic problem is that three pieces of appropriation 
language have developed from these three enactments. In order to 
protect the priorities under Public Law 246, the amendment to the 
school construction law last year provided that funds heretofore ap- 
propriated were not av ailable to carry out the act. Inasmuch as those 
priorities have now been protected by the delay in time, and those pro- 
jects to the extent they are eligible will all be taken care of before there 
is an unobligated balance, it is possible to make those unobligated 
balances available for the extension of the act without impairing 
projects under the earlier statutes. 

Mr. Focartry. That is a way around it, but it is not the clean way. 
The clean way would have been to rescind that $21 million, and ap- 
propriate $70 ‘million needed under the extension of this law. 

Mr. Key. I think either can accomplish the purpose. 

Mr. Focarty. Mr. Grigsby please prepare for the record an explana- 
tion of the second proviso of the proposed language which begins, 
“Provided further, That nothing herein shall (1)” and so forth. 

(The requested explanation follows :) 

The second proviso in this language is intended to insure (1) that the action 
to merge appropriations and balances shall not be interpreted as increasing 
the amounts previously made available by the Congress to carry out the pur- 
poses of title II of Public Law 815, which claims have now been settled but, 
in some cases, for less than the full amount of the school districts’ entitlements. 
This proviso is deemed necessary to preclude interpretation that the merged 
balances of appropriations would be available to pay more than the pro rata 
share of such unpaid entitlements as have already been paid under appropria- 


tions made pursuant to Public Law 357 (83d Cong.). The second part of this 
proviso is designed to safeguard the priorities of applications filed under Public 
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Law 246 (838d Cong.) as intended by section 8 of Public Law 731 (838d Cong.) 
to assure that such applications are paid on the basis of their priority status 
before Public Law 731 was enacted; at the same time the language does remove 
the limitation on funds appropriated to carry out the purposes of Public Law 
246 to make the unobligated balances of such funds available for applications 
filed under Public Law 731. 


BASIS FOR ESTIMATE 


Mr. Focarry. Now this supplemental of $70 million is based on the 
applications for assistance that were received prior to December 1, 
last year ? 

Mr. Griessy. That is right. 

Mr. Fogarty. So they should be fairly firm, should they not? 

Mr. Griessy. Those applications as they come in are not firm. What 
we have done is to rack them up in terms of the totals requested. 

I might explain for the benefit of the members that an applieation 
under Public Law 815, an application for construction, consists of 
two parts. Part one sets forth the information concerning attendance 
of school children. Part two sets forth a particular construction proj- 
ect, which the school district desires to build. Part one has to do with 
maximum payment that can be made to the applicant. That is on the 
basis of the formula that is written into the act itself. Sometimes 
a school district, for example, may have a total maximum authoriza- 
tion under part one, let us say, of $100,000. It may submit a project 
under part two that will utilize only $75,000 of that $100,000. 

What we have then are the applications totaled on the basis of the 
requests as they came in. After processing the applications only for 
their internal consistency and the arithmetic contained in them—we 
totaled them up, and there was a total maximum authorization of 
$143 million. That is on page 12. That is what is needed in terms of 
the part two projects submitted. 

We applied to that a reduction factor, based upon our experience 
with the previous law for the previous 2-year period. Our experience 
in that 2-year period was a substantial reduction between the initial 
submission of the application and the final firming up of that applica- 
tion after a field survey had been made to verify the information in it. 
That reduction was 27.9 percent. We are estimating at this time on 
the basis of 40 percent reduction instead of 27.9. 

The chief reason for that larger shrinkage factor in our estimate is 
that this time the act was passed and made effective in the first year of 
a 2-year increase period. Last time, by the time the act was passed and 
became effective, schools were already in the second year of that 2-year 
increase period. So that their estimates of increased membership could 
be much firmer than we think they can be this time. 

This year they are estimating really 18 months ahead, or they were on 
December 1, when they submitted the application. What their mem- 
bership in this school will be the next school year was an estimate. 
Last time they were estimating only about 8 or 9 months, and we think 
the estimates they have given this time are not likely to hold up quite 
as well as they did before. So we are estimating a larger shrinkage 
factor. That is 40 percent instead of the experience in the preceding 
years, 27.9 percent. It may turn out to be too large. 
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We have processed or had field reports and firmed up the estimates 
on over 100 of these 544 applications. Those that have been firmed up 
show a shrinkage of about 36 percent rather than 40 percent. But 
none of the applicati ions so far fir med up contain requests under section 
305 (a) (3) which is a section where a Presidential finding of labor in- 
migration in a defense area is necessary before the applicant’s increase 
can be counted. We think that when those section 305 (a) (3) cases 
have been firmed up with field reports, the probabilities are that the 
40 percent reduction will hold up. 

Mr. Focarry. Thank you. 

Are there any further questions on this supplemental ? 


VERIFICATION OF APPLICATIONS FROM SCHOOL DISTRICTS 


Mr. Hanp. Commissioner Grigsby, how do you verify the figures 
that you do get finally from these local schools ? 

Mr. Gricssy. On construction, you mean? 

Mr. Hanp. On either one. When they give you a figure on student 
enrollment, how do you finally verify it before you arrive at the 
amount for which they are eligible? 

Mr. Gricspy. We have some field representatives, and they are sta- 
tioned in the regional offices of the Department. They go out and 
visit the school district. They go to the school and do what is called 
a records review. The school is supposed to keep under the instruc- 
tions a record for all of these children. That is as to where their 
parents reside and what the Federal property is, and we check first to 
see that the Federal property is indeed a Federal property. 

Mr. Hanp. I think you have answered my question. You look 
their actual records before you allocate the money ? 

Mr. Griespy. Yes. When it comes to estimating increases in school 
membership of children who reside on Federal property or whose 
parents are employed on Federal property, over a period of 18 months 
ahead we have to depend very largely on our field check upon the actual 
programing of or scheduling of new construction, and new housing 
on Federal property, or in a community in which there is a F ederal 
property employing considerable number of smaprereas 

We make that check, and it is only local, but we make it insofar 
as the housing that is being constructed may be Federal housing. We 
make that with the authorities here in Washington, and we try to firm 
up the estimates of the number of family units that will be completed 
by a certain date. Then we allow in the estimate a certain ratio of 
children per : amily unit of school age. 

Mr. Hanp. Generally speaking I can assume that you actually audit 
the figures in the school record before you allot them funds, is that 
not so? 

Mr. Gricssy. That is true under Public Law 815, the construction 
law. We have never had the field staff to make that records review 
on the maintenance and operations payments before the payment was 
made. We have gone back and done a postreview and made the adjust- 
ment in terms of that records review. 

Mr. Hanp. That would result in you getting some of your money 
back ? 

Mr. Gricspy. Some of the money we have gotten back on adjust- 
ments, that is $2,131,000 to date. 
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Mr. Hann. I fear it could be that some of the superintendents might 
be a little overzealous in behalf of their districts and I wondered how 
you would check it? 

Mr. Gricssy. There have been a few instances, but by and large I 
would say this, that the superintendents in these districts have tried, 
as best they could, with a complicated law, to provide the information 
required. 


SCHEDULE OF PAYMENTS TO SCHOOLS 


Mr. Hanp. Someone, either you or Dr. Brownell, referred to a 10 
percent advance that is made before actual building is begun. Is that 
an allocated advance, or is it an actual cash advance ¢ 

Mr. Griessy. I referred to the payment. When the application has 
been approved, under part 1, showing their maximum authorization, 
they are notified of their eligibility. When we get a report from the 
Housing and Home Finance Agency, which has looked at their plans 
and specifications, we make a first payment. 

Mr. Hanp. Is that in cash ¢ 

Mr. Gricssy. Yes. 

Mr. Hanp. Prior to the commencement of construction ? 

Mr. Gricssy. Prior to the letting of the contract for the architec- 
tural services. When they have let the contract, we make a second 
payment of 50 percent. 

Mr. Hanp. What if something happens, Mr. Grigsby, that prevents 
them from letting the contract ? 

Mr. Gricspy. That has never occurred. There are some delays, but 
under terms of the law they are supposed to be ready to proceed with 
reasonable promptness. They have 90 days ordinarily. We will give 
them extensions. 

Mr. Hanp. Do you pay any share of the costs of architect’s fees 
even though construction is never begun ? 

Mr. Gricsspy. If they do not proceed with the construction, under 
the terms of the act, the 10 percent payment they receive would have 
to be returned. 

Mr. Hanp. Returned to the Federal Government ? 

Mr. Griespy. That is right. 

Mr. Hanp. What is the limit of time in which they have to be 
received ? 

Mr. Gricspy. “Reasonable time” is the terms of the act; and we 
have said 90 days ordinarily, and give them an opportunity for further 
deferment. Ina few cases they have not undertaken construction for 
as long as 6 months, or even a year, or more than a year. 

Mr. Hanp. I know instances where it has run much longer than 
that, not through any fault or negligence of the school district, but 
just because they were not able for some reason to go ahead with it. 

I suppose they are very anxious to go ahead with the construction 
once Federal funds are involved ? 

Mr. Griespy. Yes. 

Mr. Hanp. Did I understand you to say, Dr. Brownell, that if and 
when this appropriation is granted, in the absence of new legislation, 
we are through with this construction program ? 

Dr. Brownewt. The act terminates as of June 30, 1956. 
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Mr. Gricssy. That is plus the $24 million appropriation in 1956, 
which makes a total of $94 million. 

Mr. Hanp. That will finish the program, unless there is some new 
legislation ? 

Mr. Gricspy. At the end of 1956. 

Mr. Fogarty. Thank you. 


Fripay, Fresruary 18, 1955. 
SOCTAL SECURITY ADMINISTRATION 
Bureau or Pusiic AssistaNCcE 
WITNESSES 


JAY L. RONEY, DIRECTOR, BUREAU OF PUBLIC ASSISTANCE 

MISS KATHRYN D. GOODWIN, ASSOCIATE DIRECTOR, BUREAU OF 
PUBLIC ASSISTANCE 

ANDREW R. N. TRUELSON, EXECUTIVE OFFICER, BUREAU OF 
PUBLIC ASSISTANCE 

MRS. DOROTHY B. WEST, CHIEF, OPERATING STATISTICS BRANCH, 
DIVISION OF PROGRAM STATISTICS AND ANALYSIS, BUREAU OF 
PUBLIC ASSISTANCE 

CHARLES I. SCHOTTLAND, COMMISSIONER OF SOCIAL SECURITY 

ROY L. WYNKOOP, ADMINISTRATIVE OFFICER, SOCIAL SECURITY 
ADMINISTRATION 

JAMES F. KELLY, BUDGET OFFICER, HEW 


GRANTS TO STATES FOR Pusiic ASSISTANCE 


Mr. Focarry. The committee has before it this morning the request 
for appropriations for the Bureau of Public Assistance. 

We are going to take up first the supplemental request for an addi- 
tional amount of $238,000,000 for “Grants to States for public assist- 
ance.” This item is contained in House Document No. 88, the per- 
tinent parts of which we will place in the record at this point. 

(The matter referred to follows :) 


GRANTS TO STATES FOR PUBLIC ASSISTANCE 


“For an additional amount for ‘Grants to States for public assist- 
ance’, $238,000,000.” 

The 1955 appropriation anticipated the expiration on September 30, 1954, 
of the 1952 amendments to the Social Security Act. Expiration would have 
resulted in a reduction in the Federal share of benefit payments. However, 
the 1952 amendments were extended by Public Law 761, approved September 
1,. 1954, and, in addition, the decrease in the old-age assistance caseload was 
not as great as had been anticipated. The decreases that did occur were more 
than offset by increases in the caseloads of the other programs as well as in- 
creased benefit payments. The proposed supplemental appropriations is needed 
to provide funds to meet these costs. 


GENERAL STATEMENT 


Mr. Focarry. We will insert your prepared statement in the record 
at this point and you may explain for the benefit of the committee 
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the request for a supplemental appropriation of $238 million for 1955. 
(The statement above referred to is as follows :) 


GRANTS TO STATES FOR PUBLIC ASSISTANCE, BUREAU OF PUBLIC ASSISTANCE 


Under titles I, IV, X, and XIV of the Social Security Act, Federal funds are 
granted to States for four programs of public assistance—old-age assistance, 
aid to dependent children, aid to the blind, and aid to the permanently and 
totally disabled. The amounts of Federal funds to be paid are determined by 
applying the formula provided in the act to the expenditures made by the States. 
The need for a supplemental of $238 million, in addition to the 1955 regular 
appropriation of $1,200 million, is due primarily to the extension of the 1952 
amendments to the public assistance titles of the Social Security Act. Those 
amendments made additional Federal funds available to all jurisdictions except 
Puerto Rico and the Virgin Islands, by raising the maximums on the amount of 
the payments in which the Federal Government shares and by changing the 
formula for computing the Federal share. The action on extending the 1952 
amendments from September 30, 1954, to September 30, 1956, was taken after 
the 1955 appropriation was approved by the Congress. Thus the amendments, 
instead of being in effect for only one quarter of the fiscal year 1955, will be in 
effect for the entire fiscal year and the additional cost is estimated at $154 mil- 
lion. The second factor giving rise to the need for more funds is that program 
trends have changed since the 1955 appropriation was prepared and the num- 
ber of recipients and average monthly payments are larger than originaily 
estimated. Furthermore, about $9,300,000 from the 1955 appropriation was used 
to meet some of the 1954 requirements. 

The system of grants for public assistance established under the Social Se- 
curity Act provides for quarterly advances to States on the basis of their esti- 
mated requirements. Any amount by which a State’s actual expenditures may 
be over or under its estimates will be adjusted by adding to or deducting from 
subsequent grants. Thus, the supplemental request relates to funds to be ad- 
vanced to States on the basis of their estimated needs for the last two quarters 
of the fiscal year, rather than to the amount after final adjustments. 

The act provides that all grants are to be certified to the United States Treas- 
ury prior to the beginning of the quarter unless there are instances of pending 
questions of conformity, unavailability of Federal funds, or failure of a State 
to submit required estimates or expenditure reports. Any balance of funds not 
granted to States at the end of a fiscal year revert to the United States Treasury. 

In accordance with established grant procedures, the States expect to receive 
Federal funds for any given month in the preceding month. Sufficient funds 
are not available from the 1955 regular appropriation to make payments for 
grants to States for the months of May and June. The supplemental appropri- 
ation should be available between April 10 and 20, the period during which May 
payments are ordinarily issued to the States. Delay beyond that period would 
cause many administrative complications in the States. 


EXTENSION OF AMENDMENTS TO SOCIAL SECURITY ACT 


Mr. Roney. The supplemental for grants to States for public as- 
sistance is for $238 million. The reasons, in summary, for this supple- 
mental are, first, the 1952 amendments to the public assistance titles 
were extended from September 30, 1954, to September 30, 1956. 

Mr. Focarry. You had better explain just what those amendments 
were, how much that accounts for and then what the other factors are 
that increased this cost to the Government and how much is involved 
in each. 

Mr. Roney. The so-called McFarland amendments allowed a larger 
Federal matching proportion to the States and they were due to expire 
in the first quarter ; but the Congress, last year, extended them so that 
we had three fiscal quarters additional operation on the same basis as 
the McFarland provision. That accounts for about $154 million of the 
$238 million that we are requesting in the supplemental. 
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OTHER REASONS FOR SUPPLEMENTAL REQUEST 


The second factor is that program trends have changed since the 
1955 appropriation was approved, and a larger number of recipients is 
receiving assistance in the States than was originally estimated. This, 
we figure, accounts for about $69,200,000 of the supplemental request. 

The third factor is that administrative expenses have increased in 
the States over the amounts originally estimated, primarily due to the 
fact that with increased caseloads there is need for additional staffing ; 
then salaries have been raised to some extent in the State agencies. 
That accounts for about $5.5 million. 

The last factor is that a ‘portion of the 1955 appropri: ation was used 
to meet some of the 1954 requirements, which is sometimes necessary 
when we do not come out right on the estimate. That amounts to about 
$9,300,000. 

Mr. Focarry. There is a provision in the law, is there not, giving you 
the right to incur a deficiency? While we cannot in other appropria- 
tions, you can under this law; is not that correct ? 

Mr. Wynkoop. Yes, sir. 


UNDERESTIMATE OF 1954 REQUIREMENTS 


Mr. Focarry. The $9 million is your underestimate of 1954? 

Mr. Trvuetson. $9,300,000 was what we drew upon from the 1955 
appropriation to clean up the deficit in 1954, under the special lan- 
guage in the appropriation act. We did not have a supplemental act 
last year large enough to take care of our full needs. We had a $58 
million supplemental. 

Mr. Focarty. For what did you ask? 

Mr. Trvetson. We got this $9 million additional to take care of 
our total 1954 requirements. 

Mr. Focartry. For what did you ask? 

Mr. Wynkoop. $58 million. 

Mr. Focartry. We appropriated all that you asked for in the regular 
bill and all that you asked for in the supplemental for 1954 and you 
still were short by over $9 million ? 

Mr. Truetson. That is right. 

Mr. Focarry. You underestimated by $67 million and this year you 
underestimated by $69 million: is that correct ? 

Mr. Truetson. Yes. On trends, as far as the larger number of re- 
cipients, $69,200,000 is the additional amount. 

Mr. Focarry. We will not go into the 1956 request yet, but you do 
show quite a drop in 1956, do you not? 

Mr. Ronry. There is a drop that we show, yes. 

Mr. Focarry. What is it ? 

Mr. Wynkoop. $38 million. 


EFFECT OF INCREASE IN OASI BENEFITS 


Mr. Focarry. T was under the impression the amendments to the 
social-security law would bring down payments under the public 
assistance program quite substantially. Has that proven to be so? 

Mr. Roney. It has been having its effect. 
Mr. Fogarty. How much? 
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Mr. Roney. Let me see how we can best express it. This chart 
[exhibiting | may be one expression of it. 

Miss Goopwin. Yes, I think so. 

Mrs. West. We have a special report that we have gotten that has 
to do with the effect of the 1954 OASIT benefit increase. 

Mr. Focarry. What about the other ones prior to 1954; what was 
the history ? 

Mrs. West. We assumed a continued decline in the number of 
recipients of old-age assistance. I indicated the actual that was made 
possible in 1950. But we also have had an increase in the aged 
population at the same time. So while we have a decrease in the num- 
ber of recipients, the aged population has increased and that increase 
is more striking than the decrease in the total number of recipients. 
We then have the effect in a preliminary manner of the increase in 
benefits that occurred as a result of the 1954 amendment, which in- 
creased the benefit payments under OASI. 

Mr. Focartry. We will go into that when we go into the 1956 request. 

Now $154 million of this request is occasioned by the fact we ex- 
tended the McFarland amendment for three-quarters this past year; 
is that right ? 

Mrs. West. That is right. 

Mr. Focarry. What is that increase that is due to the McFarland 
amendment, about $5 a month for a recipient ? 

Mr. Roney. Yes. 

Mr. Foearry. So there is nothing we can do about that; we have to 
appropriate the $154 million. 

Now the $69,200,000—there is nothing that we can do about that. 

Mr. Roney. That is due to the trend in the States. 

Mr. Focartry. The increase in the number of recipients exists and 
they are entitled to these benefits under the law ? 

Mr. Roney. That is right; and the States determine, under their 
regulations, who will receive that assistance and then we match. 

Mr. Focartry. Now this $9,300,000—there is not anything we can do 
but appropriate the money for that because it represents payments 
that, by law, you had to make in 1954 in excess of the funds appro- 
priated for that year, so 1955 funds were used for that purpose. 


ADMINISTRATIVE EXPENSES 


What about the $5,500,000 for administrative expenses ? 

Mr. Roney. That is primarily in reference to the load step-up, the 
assistance load step-up or increase. The administrative costs to the 
States are greater for caseworkers and other personnel. 

Also they have increased their salaries somewhat, which seems justi- 
fiable because of the fact that the average public welfare workers’ 
salaries have not been high compared with other areas of work. 

This is an area in which the Federal Government matches 50-50. 

Mr. Focartry. Then we cannot do much about that, either, can we? 
We are bound by law to match on a 50-50 basis; is not that right ? 

Mr. Roney. That is right. 

Mr. Focarrr. When do you think you will actually run out of money 
in 1955? 
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Mr. Trurtson. The way we stand on the current appropriation, in 
unobligated funds we have available—— 

Mr. Focartry. Just give me an estimate on when you are going to run 
out of cash. 

Mr. Trurtson. We have enough for the month of April; we need a 
supplemental for May and June and we should have it between the 
10th and 20th of April in order to make payments to States. 

Mr. Focarry. Thank you. 


Tuourspay, Frepruary 17, 1955. 


SALARIES AND Expenses, BUREAU OF OLD-AGE AND SURVIVORS 
INSURANCE 


WITNESSES 


VICTOR CHRISTGAU, DIRECTOR, BUREAU OF OLD-AGE AND SURVI- 
VORS INSURANCE 

ROBERT M. BALL, DEPUTY DIRECTOR, BUREAU OF OLD-AGE AND 
SURVIVORS INSURANCE 

ROY E. TOUCHET, ASSISTANT DIRECTOR, BUREAU OF OLD-AGE AND 
SURVIVORS INSURANCE 

JACK S. FUTTERMAN, CHIEF, FISCAL MANAGEMENT BRANCH, 
BUREAU OF OLD-AGE AND SURVIVORS INSURANCE 

CHARLES I. SCHOTTLAND, COMMISSIONER OF SOCIAL SECURITY 

ROY L. WYNKOOP, ADMINISTRATIVE OFFICER, SOCIAL SECURITY 
ADMINISTRATION 

JAMES F. KELLY, BUDGET OFFICER, HEW 


Mr. Focartry. We have a supplemental request for the salaries and 
expenses of the Bureau of Old Age and Survivors Insurance contained 
in House Document No. 88, the language of which we will place in 
the record at this point: 


SALARIES AND EXPENSES, BUREAU OF OLD-AGE AND SURVIVORS 
INSURANCE 


“The amount authorized by the Department of Health, Education, 
and Welfare Appropriation Act, 1955, and the Supplemental Appro- 
priation Act, 1955, to be expended from the Federal old-age and 
survivors insurance trust fund for ‘Salaries and expenses, Bureau 
of Old-Age and Survivors Insurance’, is increased from ‘$69,400,000° 
to ‘$80,640,000: Provided, That such amounts as are required shall 
be available to pay the cost of necessary travel incident to medical 
examinations for verifying disabilities of individuals who file appli- 
cations for disability determinations under title II of the Social 
Security Act, as amended.” 

This proposed increase in limitation is necessary to provide the Bureau of 
Old-Age and Survivors Insurance with the funds required to meet the increased 
workloads which will result from expansion of the old-age and survivors insur- 
ance program, enacted in Public Law 761, September 1, 1954. The major 
part of this proposed increase is due to the enactment of provisions protecting 
the benefits of covered employees during periods of permanent and total dis- 
ability. 


Do you have a prepared statement on the supplemental, Mr. 
Christgau ? 
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Mr. Curisteav. We have a prepared statement and, if the com- 
mittee wishes, I will be glad to give a brief oral statement. 


GENERAL STATEMENT 


Mr. Focarty. We will include the prepared statement in the record 
at this point and you may proceed. 
(The statement above referred to is as follows :) 


OPENING STATEMENT BY DIRECTOR, BUREAU OF OLD-AGE AND SURVIVORS INSURANCE 
BEFORE COMMITTEE ON APPROPRIATIONS FOR SUPPLEMENTAL FUNDS, 1955, SAL- 
ARIES AND EXPENSES, BUREAU OF OLD-AGE AND SURVIVORS INSURANCE 


Almost all of the $11,240,000 in additional funds requested for fiscal year 
1955 is needed to supplement the $5 million appropriated by the 83d Congress for 
the administration of the Social Security Amendments of 1954 (Public Law 
i61). A small part is needed to pay the Bureau's cost of the Employees’ Group 
Life Insurance Act (Public Law 598) which became effective on August 29, 
1954, reduced slightly by net savings which will result from the enactment on 
September 1, 1954, of the Fringe Benefits Act, Public Law 763. 

The total cost of administrating the social-security amendments in fiscal year 
1955 amounts to $16,096,750. This request includes only $11,096,750 for such 
purpose, because the 83d Congress authorized an initial appropriation of $5 mil- 
lion to defray the additional costs of administration of the amendments for 
the first few months after their enactment. The initial appropriation was au- 
thorized by the Congress while the 1954 amendments were being enacted. The 
intent of Congress in approving only part of the funds needed for the admin- 
istration of the amendments was expressed in the report of the Senate Com- 
mittee on Appropriations on the supplemental appropriation bill, 1955 (Rept. 
No. 2034). The committee’s report stated that the Bureau should “* * * pre- 
sent to the Congress a request for any additional funds needed, when the com- 
mittee will be able to adequately study the program and detailed justifications.” 

The supplemental funds required to finance the Bureau’s share of the em- 
ployees’ group life-insurance plan amount to $171,700. These added requirements 
are decreased by estimated savings of $28,450 resulting from the enactment 
of the Federal Employees’ Fringe Benefit Act. 

The 1954 amendments have made significant changes in the Federal old-age 
und survivors insurance program. Some of these changes have had an imme- 
diate impact on our work. Other changes will not significantly affect work- 
loads until later. I would like to review briefly the most significant changes in 
the program. 

First, the protection of the program has been extended to nearly 10 million 
additional people. Now, virtually all the gainfully employed are covered under 
the program. The principal exceptions are Federal employees under the civil- 
service retirement system, the Armed Forces, except those covered by a tem- 
porary provision and a small number of professional self-employed people. 

Second, the benefits payable to retired workers and to the dependents and 
survivors of deceased insured workers will be higher. The increases are brought 
about in several ways. (1) The benefits of persons already on the rolls were 
increased from $5 to $13.50 a month beginning with the benefit check for Sep- 
tember. (2) As many as 5 years of the lowest or of no earnings may be excluded 
in the computation of benefit amounts, thus increasing the average wages upon 
which benefits are based. (3) A new formula, generally, will be used to calculate 
the benefits of those who file claims in the future. (4) Benefits will be based on 
up to $4,200 of earnings rather than $3,600 as at present. (5) Periods of total 
disability will be eliminated from benefit calculations. 

Third, the retirement test which limits the earnings that a beneficiary can 
earn and still draw benefits is removed at age 72. For beneficiaries under age 
72 the amount of money a person can earn and still draw benefits has been made 
the same for wage earners and self-employed persons and, as well, has been in- 
creased to $1,200 per year, effective January 1, 1955. Each $80 of earnings or 
self-employment income in excess of $1,200 a year whether in covered or non- 
covered employment will result in the withholding of benefits for 1 month. Bene- 
fits will not be withheld, however, for any month in which the beneficiary neither 
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rendered services for wages of more than $80 nor rendered substantial services 
in self-employment. 

Fourth, benefit rights will be protected during periods of disability. Thus, an 
insured person who becomes disabled will continue to remain protected during 
the entire period of his disability. Under the old program, periods of disability 
generally resulted in reducing the benefit payable or in complete loss of the pro- 
tection of the program. The disability-freeze amendment has far-reaching ad- 
ministrative implications and has brought the Bureau into an entirely new area 
of administration. 

The effects on administration of the changes which I have briefly reviewed are 
substantial. Some of the effects are quite apparent while others are implicit in 
the various provisions. In some instances, the changes have increased our respon- 
sibilities in administrative areas with which we are familiar. In others, we are 
entering fields which are new to us. I know you will be interested in what has 
been accomplished thus far and what remains to be done to fully implement the 
Social Security Amendments of 1954. 

The records for slightly more than 6.6 million beneficiaries on the benefit rolls 
during the month of September 1954, were revised to reflect increases in benefit 
amounts ranging from $5 to $13.50 per month as required under the new law. 
By tight planning and a substantial amount of overtime worked by our area 
office people, this job was completed less than 30 days after enactment of the 
amendments. The disbursing offices of the Treasury Department, working closely 
with us, were able to prepare and mail the September checks in the increased 
amounts by their regular due date of October 3, 1954. 

The extension of coverage under the program to millions of additional wage 
earners and self-employed individuals and other provisions of the amendments 
have presented us with a considerable task of acquainting millions of employers, 
employees, self-employed persons (including farmers), claimants, and benefi- 
ciaries of their rights and obligations under the changed program. It was neces- 
sary, therefore, to immediately intensify our informational and educational 
program for both the previously covered groups and the newly covered groups. 

The expanded coverage of the program has made it necessary for the Bureau 
to establish and maintain a substantial number of additional social-security 
records. We have already experienced an increased volume of account number 
work. This will continue during the latter part of the fiscal year. Earnings 
reports for some of the newly covered groups will begin to be received in 
May 1955. 

-ast experience indicates that expanded coverage not only increases the volume 
of work but also creates new and additional problems which must be overcome 
by positive administrative efforts. As in the past, incorrect reporting and related 
problems will be resolved or reduced promptly as the Bureau and the newly cov- 
ered public gain experience under the amended act. However, it is to be expected 
that the more comprehensive coverage of farm workers, and the coverage of farm 
operators, self-employed ministers, self-employed members of other specified pro- 
fessions and the opening of coverage to State and local government employees 
under retirement systems, as well as other extensions of coverage, will bring 
new administrative problems. We believe that our intensified informational and 
educational program will tend to lessen the volume of inaccurate reporting and 
promote prompt reporting bv the newly covered individuals. 

This request for additional funds is, in part, based on an estimate that the 1954 
amendments will increase the volume of new claims received this fiscal year by 
280,000 or 15 percent above the latest workload estimate based on the preamend- 
ment program. The additional claims will be received because of higher benefits 
which are now payable, a liberalized retirement test which now is removed at age 
72 instead of age 72, a temporary liberalization of insured status requirements, 
and to a minor extent, at this time the expansion of coverage. During the first 6 
months of fiscal year 1955 claims receipts have been very heavy. Although only 
25,000 of the 280,000 claims were expected to be added to the preamendment work- 
loads in the first half of the fiscal year, actualy 140,000 extra claims were re- 
ceived. No division of this 140,000 extra claims can be made as between pre- 
amendment and amendment claims. However, it is clear that the number of 
claims which the Bureau will receive this year in excess of the estimated work- 
load for the preamendment program will be very substantially larger than the 
280,000 reflected in this request. 

These very heavy receipts, despite strenuous efforts to process them currently, 
have resulted in the largest backlog in the Bureau’s history. At the end of Janu- 
ary (January 27, 1955) our pending claims in the district offices amounted to 
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270,000 on a beneficiary basis. Our continuing objective is to have a pending load 
approximately equal to 2 weeks’ receipts. During this fiscal year receipts for 
the average 2-week period will approximate 84,000. 

The Bureau has been conducting an intensive recruitment and training program 
since September in order to prepare for the large increase in volume of claims and 
other work. During the remainder of the fiscal year, we plan further substantial 
increases in our staff. We are not, however, planning to staff up to the full re- 
quirements to handle the workload currently on a regular workweek basis during 
the last 6 months of this vear. Because the claims workloads will be exception- 
ally high during this period, our manpower requirements during January—June 
1955, based on a regular workweek, are greater than we estimate will be needed 
on the average in fiscal year 1956. To avoid the administrative problem of train- 
ing a large number of people for a short period of service, followed then by a re- 
duction in force in fiscal year 1956, we plan to bridge the gap between manpower 
and workload by the use of overtime. Our experience indicates that it is more 
advantageous to use overtime for the processing of temporary peak loads than it 
is to hire additional personnel for a short period. Over and above the matter of 
economy, the Bureau will benefit, additionally, by getting better quality work 
from experienced personnel. 

The “disability freeze” provisions present a new area of work for the Bureau. 
Under the law claims for “disability freeze” are filed in the district offices of the 

3ureau but the determinations of disability are made by State agencies under 
contract. (The Bureau will make such determinations until agreements are 
worked out with the States to handle the loads.) The development of working 
relations with State agencies in the making of disability determinations is a 
challenging administrative task involving the resolution of problems for which 
the Bureau has little precedent. Much preparatory and developmental work has 
already been done in this connection. In response to our initial contacts with the 
States, replies have been received from 41 States and Territories designating the 
State or Territorial agencies which will participate in the program. No formal 
agreements have yet been made although a number of discussions are in progress, 

The first applications requesting disability determinations were accepted in 
January 1955. Since the enactment of the amendments, the district offices have 
been handling a large number of inquiries concerning the “disability freeze.” As 
of early February the Bureau is egaged in handling approximately 100,000 cases 
not all of which will result in claims. At the beginning, the Bureau will of neces- 
sity have to make the determinations of disability as well as performing the other 
disability activities for which it is responsible until the State agencies are in a 
position to take over the making of the determination of disability. It is esti- 
mated that 395,000 persons will file claims for disability determinations by June 
30, 1955. 

I have not enumerated all of the problems and administrative implications of 
the 1954 amendment: rather, I have confined myself mainly to those which, from 
a fiscal viewpoint, have the greatest significance. The increased volume of work, 
some of it of kinds previously processed and some entirely new, together with 
complexities introduced by certain of the new provisions (as, for example, the 
dropping out of low years in figuring the average monthly wage) add up financi- 
ally to a substantial amount. 

We have attempted to be as realistic as possible in pricing out our requirements 
for effecting these amendments. There are factors, such as a large accretion of 
untrained new employees, which will tend to increase money requirements over 
what has been our past experience. In giving effect to this we have not failed to 
give full recognition to the fact that our experienced employees will respond with 
a dedication to the task which will offset the lower production of new workers. 
Further we have recognized that the peaking of workloads, will tend to depress 
costs because a staff inadequate in numbers during these periods will be unable 
to maintain fully the desired level and quality of operations. These factors are 
reflected in a reduction of almost $1.5 million from the amount first calculated by 
an operation-by-operation build up of our requirements. 

The funds made available to the Bureau will be spent prudently and every ef- 
fort will be made to do the job as efficiently and economically as possible. In the 
new areas of work, especially, we will do our utmost to improve our methods as 
we gain operating experience. 

The appropriation request contains justifications in a more detailed form. If 
you have any questions either about the justification or the program changes 
which made this request necessary, I will be happy to try to answer them. 
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Mr. Curisreav. I would like to point out that I have with me here 
Mr. Robert Ball, Deputy Director, Mr. Roy Touchet, Assistant Di- 
rector, and Mr. Jack Futterman, who is our Budget Officer. 

Mr. Chairman, the supplemental appropriation that we are request- 
ing is an authorization to spend out of the trust fund. The additional 
money is needed primarily due to the 1954 amendments to the old-age 
and survivors’ insurance law. 

You may recall at the last session of Congress, Congress appro- 
priated $5 million to meet the initial cost of the new amendments. 
That request did not get before the House, because the 1954 amend- 
ments were adopted after the supplemental had gone through the 
House. The presentation was made to the Senate and the Senate com- 
mittee indicated, as we had requested a larger amount than the $5 mil- 
lion, that we could come back after the amendments had been adopted 
and put into effect, and make a request for whatever was needed and 
Congress would give consideration to that amount. That is the basis 
of the present supplemental. 

We are requesting an additional amount of $11,240,000. This is 
made up as follows: $11,096,750 for the 1954 amendments to the 
Social Security Act, $171,700 for the Employees’ Group Life Insur- 
ance Act passed by the last Congress, and a decrease of $28,450, which 
results from some provisions in the recently enacted Federal Em- 
ployees’ Fringe Benefit Act. 

I might state in connection with this last item that under existing 
law OASTI employees who do not have civil-service retirement status 
are under OAST and we have been contributing the employer's share 
of that. Under the Employees’ Fringe Benefit Act, some of these 
people will go under the regular civil-service retirement provisions and 
this will reduce OASI’s contribution as an employer to the OASI 
trust fund. 


SIGNIFICANT FEATURES OF 1954 AMENDMENTS TO SOCIAL SECURITY ACT 


I might bring to your attention the significant features of the 1954 
amendments, because they involve a substantial amount of money. In 
the first place, the extension of coverage is to slightly over 10 million 
additional people overall. Then, of course, increased benefits were 
provided for about 6,600,000 beneficiaries then on the rolls. 

That last item was a rather huge task for the Bureau; because it had 
to be accomplished in 1 month, since it was made effective in the 
October checks for the month of September. 

Then the retirement test which limited monthly earnings to $75, 
without loss of benefits, was put on an annua] basis and ine creased to 
$1,200 a year, with benefits deducted for each $80 above $1,200. This 
created some problems. 

There was a change, also, in the age at which an individual could 
continue to draw benefits without regard to any earnings. That was 
dropped from 75 years to the age of 72, which resulted in a substantial 
workload, because people came in and filed claims that heretofore had 
not filed. 

One of the outstanding amendments was the protection of the rights 
of individuals during periods of disability. This is known as the 
“disability freeze” under which an individual who becomes permanent- 
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ly and totally disabled has his benefit rights frozen, so his loss of 
earnings does not react against him when he files a claim for social 
security benefits. That new program is just getting under way. Actu- 
ally, January 1 was the starting date for the filing of these claims and 
July 1955 will be the date when the first benefit payments will be 
effected by the “freeze.” 

I might indicate to you that as a result of the 1954 amendments, plus 
the normal increase in our workload, which you understand increases 
as the aged population grows and becomes ‘increasingly insured, we 
do have a substantial increase in workload this year. We were not 
quite able to keep up with that load and have had to put in a tremen- 
dous amount of overtime in order to try to keep up with it. Our back- 
log which, normally should be about 84,000 claims, which we like to 
keep to, has now risen to 270,000 claims. That backlog will continue 
to rise for a few months before we are able to whittle it ‘down. We are 
trying to hold it down as much as we can and we are moving as fast as 
we can in the direction of eliminating the backlog. 

Normally we try to get a claim completely processed within about 
25 to 30 days. Thirty “days is our immediate goal. In December, it 
was 38 days and the last figure I had was that it was now about 43 days 
from the time the individual files his claim until it is finally adjudicated 
and he gets a check. So that the span has been increasing. This is 
something we hope to care of in 1956. We hope to get back again to 
what we think is normal, about 84,000 cases, and to establish the goa! 
of 30 days from date of receipt of claim to receipt of the benefit check. 

You will probably be interested later on, when you get to the ques- 
tioning on the supplemental, in the disability freeze functions. As 
I said, that is a new program just getting underway. So far we 
have about 100,000 cases that have come in for attention. We expect 
before the end of the fiscal year we will have received around 395,000 
“freeze” claims. As I indicated before, this is a large, new activity 
which we have undertaken. 

Mr. Chairman, I think that gives a brief summary of the state- 
ment of which you have a copy, “and I am sure Mr. Bull or I will be 
glad to answer any detailed questions you may have with reference 
to the supplemental. 


TOTAL COST OF ADMINISTERING 1594 AMENDMENTS 


Mr. Foearry. Mr. Christgau, what is the total cost in 1955 of ad- 
ministering the 1954 amendments to this program / 
Mr. CuristGav. $16,096,000. 


REVISION IN ESTIMATED COST 


Mr. Focarry. What did you ask for in your supplemental last 
summer f 

Mr. Curisteav. We asked for $14,600,000. That was in the Senate. 

Mr. Focarry. And in the House / 

Mr. Curistéav. Because the Souse committee had completed hear- 
ings on the supplemental bill the request went to the Senate. That 
estimate of $14.6 million was based on the House passed social secur- 
ity bill. When the bill finally came out of conference. it got to be a 
more expensive one to administer. For example, by reducing the age 
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from 75 to 72 there will be a very substantial increase in the number 
of claims filed. 

Mr. Foegarry. That was the reason for this difference between the 
request made now and the request last summer ? 

Mr. Curistcav. Yes. There were some other changes, too—the 
matter of coverage of ministers and Christian Science practitioners 
was placed on a voluntary b: asis. 

Mr. Focarry. Was not that in the House bill? 

Mr. Curisreau. No; that was in the House bill, on a compulsory 
basis. 

Mr. Fogarry. And it ended up on a voluntary basis? 

Mr. Curisteau. Yes. And then there is a very substantial change 
with reference to the coverage of farm workers. That is, the indi- 
vidual was covered by the House bill if he had $200 of earnings from 
one farmer, and that was moved to $100 by the conference committee. 

Mr. Bati. The major effect of the changes, as Mr. Christgau said, 
was the increase in new claims filed. That is the principal thing g, and 
that arose from the fact that it used to be true under the old law, and 
as the bill left the House, that you got your benefits at age 75 whether 
or not you retired, and that was changed to age 72, so that all people 
between age 72 and 75 who were insured, but were wor king, became 
eligible and filed claims. 

Mr. Focarty. How many did that affect ? 

Mr. Bax. That is about 110,000 more new claims for that plus the 
change which substantially liberalized the retirement test for those 
people below 72. Under the latter instead of $75 a month cutting off 
benefits, the exempt amount went to an annual basis of $1,200 a year, 
with each $80 of earnings or self-employment income in excess of 
$1,200 resulting in the withholding of benefits for 1 month. The 
House version set this basic exemption at $1,000 a year. Those factors 
together are the main reasons for the increase in the workload. 

As Mr. Christgau suggested, also the changes between the House 
and the Senate extensions of coverage had the effect of making more 
work in this fiscal year as against more work in 1956. 

There is one other point I think we would like to bring out in con- 
nection with this. If we had priced out the workload as the bill finally 
passed on the same basis as we did the workload upon which we re- 
quested the supplemental of $14.6 million, we would have come in not 
with the $14.6 million figure, but actually a $16.6 million figure. 

Then with the addition of the new personal legislation that was 
passed after the time we submtited the request for $14.6 million—the 
fringe benefit bill and group insurance bill, particularly—that would 
have brought the total “request, figured on the old basis, to $17.7 mil- 
lion. But we recognized, with the way these loads are bound to come 
at us in this last half of the fiscal year, and the tremendous peaking 
of workloads you get from those amendments, it would just not be 
possible to get the personnel on fast enough and have them fully 
trained to do the job at the old level with the quality we want. There- 
fore we made an arbitrary reduction of about 15 percent in the non- 
disability workload costs just on the basis of the hard fact that even 
though it was desirable to do a full quality job, we could not hire 
enough people fast enough and get them trained to do it. 
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So this figure of $11,240,000 we are asking for which is in addition 
to the $5 million we got is actually ona lowe er cost basis than was the 
$14.6 million figure. 


COSTS ATTRIBUTABLE TO OTHER LEGISLATION 


Mr. Foearry. Is there anything to be covered in this request for 
$11,240,000 that does not pertain to the new amendments of 19544 

Mr. Batu. Yes. This $171,000 that Mr, Christgau referred to for 
group insurance, minus the saving of $28,000, which is attributable 
to savings in our contributions as an employ er to the social security 
trust fund. 

Mr. Focarry. It amounts to $140,000 plus. 

Mr. Batu. Yes. 

Mr. Focarry. That was due to changes in the law—— 

Mr. Bau. Changes in other laws than the Social Security Act. 

Mr. Focarry. Is there anything in this request for $11,240,000 that 
is not directly connected with some change in the law last year? 

Mr. Batu. No, sir. 

Mr. Focarry. No new activities of any kind? 

Mr. Batu. No,sir. And actually it is an understatement of the costs 
of those changes induced by the 1954 amendments in the workload 
status. 

Mr. Focarry. It is an understatement because you just cannot hire 
the necessary personnel. That is the only reason it is an understate- 
ment. 


Mr. Batt. Yes. I think you might say we will have to process this 
work in the last half of this fiscal year at a level of quality that is less 
than desirable, but it is the best we can do because of the difficulties of 
hiring and training the number of people that is needed. 

Mr. Focarry. Now all of this appropriation would come out of the 
trust fund / 

Mr. Curisteav. That is correct. 


FINANCING OF PROGRAM 


Mr. Focarry. This trust fund is built up by contributions from the 
covered employees and employers 

Mr. Curistcav. Yes, and the self-employed—the employers, em- 
employees, and self-employed. 

Mr. Focarry. It isa fund built up by the individuals who contribute 
to it! 

Mr. Curisteav. Yes, sir. 

Mr. Fogarty. The employee and the employer? 

Mr. Curisteav. That is correct. 

Mr. Foearry..In reality, it is their money? 

Mr. Curisteav. Yes, sir. 

Mr. Focarry. It does not belong to the Government. 

Mr. Curisteav. It is earmarked for a specific purpose and cannot 
be spent for anything else. 

Mr. Focartry. And our job is to administer the program under the 
rules and regulations drawn up by Congress. 

Mr. Curisteav. That is correct. 
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Mr. Focarry. Now if it is their money, why should they have to 
wait 2 months to collect it, instead of 1 month ? 

Mr. Curistcav. Well, it is our aim to get the time down just as fast 
as wecan. We do not attempt to justify that wait. 

Mr. Focarry. If it is their money, why should not it be a first-class 
operation instead of a second-class operation, as you say it is going to 
be in the last 6 months of this fiscal year ? 

Mr. Batt. We could not agree more with you. We feel this very 
strongly. I think our administration in that regard has always been 
colored by strong feeling of obligation to the contributors to the trust 
fund. They are our real employers. 

Mr. Focarry. I would think so, and I would think anybody who 
thought otherwise was assuming a responsibility that was not theirs. 

Mr. Batt. The goal is to give sympathetic, personal and as prompt 
and efficient service as we can. These amendments, in so rapidly in- 
creasing our workload, both in the regular claims function, and then in 
the addition of nearly 400,000 disability claims of a type which we 
never had before, would really mean—I think perhaps the best way I 
can phrase it is—that we would have administrative indigestion if you 
tried to take on any more employees than we have sc heduled and train 
them and get the kind of job done that we want. We are recruiting 
at a very rapid rate; we think at as rapid a rate as can be absorbed. 
Right now, for instance, we have about 16,500 people on the job. At 
last June it was slightly under 14,000 people on the job. And we will 
be at our peak level of 18,091 at the end of this year. In other words, 
we plan to meet this additional load by hiring as many personnel and 
training them as fast as we think we can effic ‘jently do so and absorb 
them into our organization. It is also a fact that the people we hire we 
are hiring with the intention of having them with us on a long-range 
career service basis, and we want to be sure of hiring good people. The 
selection process is a time-consuming one. 


PERSONNEL TURNOVER 


Mr. Fogarry. How high is your turnover of personnel ? 

Mr. Curistcav. In the lower grades, in Baltimore, in what we call 
our Division of Accounting Operations, it is still too heavy. 

Mr. Focarry. It always has been. 

Mr. Curisteav. It always has been. You have the lower-grade 
p eople. Women get married, have families, and quit. But turnover 
is not a problem we have not been able to meet there. It does create a 
problem of training, and so forth. As we will point out later on, we 
are desirous to get them in a better housing situation. ‘The present 
poor housing has contributed to a greater turnover than we think is 
desirable. We do hope to get them better housing. 

I might say in the 1956 request it is our aim to get back to the 30 
days instead of the present 43 days for processing claims. 

Mr. Fogarty. A 30-day processing period and 84,000 backlog. 

Mr. Curisteav. Yes. 

Mr. Focarry. Isthat what you consider pretty good administration ? 

Mr. Curisteav. That is what we consider pretty good administra- 
tion, about a 2-week pending workload in the district offices is what 
we think is a normal basis to permit processing claims in 30 days. 
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Mr. Baru. Ideally, I think maybe we would like to get just a little 
under 30 days. Thirty days is our goal for 1956. We think between 
25:and 30 might be the most desirable. 

Mr. Focarry. Did this limitation of $5 million, in your original 
supplemental, hinder your recruitment program any / 

Mr. Batu. No, sir. 

Mr. Focarry. It did not hurt the program at all? 

Mr. Ketry. I might comment there that when the $5 million was 
appropriated, it was by reason of the fact the testimony was to the 
effect that the legisiation was not completed, and the report of the 
Senate committee indicated that this other legislation was pending 
and there could not be a determination of what the final program 
would be. Therefore the Bureau of the Budget authorized a defi- 
ciency apportionment for this year’s operations. 


SUMMARY JUSTIFICATION DATA 


Mr. Focarry. The justifications for the supplemental on pages 13 
to 20, giving the breakdown of the estimated cost, will be put into the 
record at this point. 
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TRAVEL COSTS 


Mr. Focarry. Are you asking for any change in the appropriation 
language ¢ 

Mr. Bax. There is one change in the supplemental. That is a 
request to allow us authority to pay travel costs of certain individuals 
for medical examinations in connection with the disability freeze. 

The situation is this, that under this disability freeze, in some in- 
stances the evidence that the individual has of his own disability may 
not be sufficient. In a small proportion of these cases—typically 
persons who live in rural areas and must travel—for that specialized 
kind of medical examination reimbursement of travel expenses would 
be made as occasionally needed. In line with the traditional practice 
in other agencies administering disability programs, in order to have 
those examinations to protect the Government’s interests, we feel it 
is necessary to have the authority to pay travel expenses of the indi- 
vidual to the place where the examination could be properly con- 
ducted. 

Mr. Focarry. What do you estimate this would cost / 

Mr. Batu. In fiscal, 1955, the current year, it would be about $90,000. 


DEFINITION OF DISABILITY 


Mr. Fogarry. Are there certain criteria in the law as to what dis- 
ability is? 

Mr. Batu. Yes, sir; there is a specific definition of permanent and 
total disability in the law. 

Mr. Focarry. Is it very long? 


Mr. Batu. No. 

Mr. Focarry. Please insert it in the record at this point. 

(The material referred to is as follows:) 

The definition of disability as defined in the new subsection 216 (i) of the 
Social Security Act (Section 106 (d) of the Social Security Act Amendments, 
1954),is: follows: 

“(i) (1, The term ‘disability’ means (A) inability to engage in any sub- 
stantial gainful activity by reason of any medically determinable physical or 
mental impairment which can be expected to result in death or to be of long 
continued and indefinite duration, or (B) blindness; and the term ‘blindness’ 
means central visual acuity of 5/200 or less in the better eye with the use of a 
correcting lens. An eye in which the visual field is reduced to 5 degrees or less 
concentric contraction shall be considered for the purpose of this paragraph as 
having a central visual acuity of 5/200 or less. 


DATES OF EFFECTIVENESS OF NEW PROVISIONS 


Mr. Taser. This statute became effective the 1st of October, or the 
Ist of November—which # 

Mr. Curisteav. The new payments were for the month of Septem- 
ber and the first check went out in October. That is, the statute with 
reference to increased benefits was effective in September. 

Mr. Taser. But they did not have to file a new claim for that ? 

Mr. Curisreav. No. 

Mr. Taser. When did the new provision regarding beneficiaries 
who continued at work after 72 take effect ? 

Mr. Curisreavu. January 1. And the disability provisions which 
Mr. Ball has talked about became effective January 1, also, and the 





new coverage provisions with reference to agriculture and others also 
became effective the first of the year. 

Mr. Taner. Your workload, then, was not particularly heavy up to 
the first of the year, until the claims began to pour in ¢ 

Mr. Curisteav. That is when we got the big impact, right after the 
first of the year. 

Mr. Batu. There is one point about our workload in the first 6 
months of this fiscal year which I would like to call to your attention: 
that is the claims workload, relating to the law as it was prior to the 
amendments, was considerably underestimated in the f figures presented 
last year to the Appropriations Committees. The number of claims 
that we got in the first 6 months of this fiscal year was about 14 percent 
more than the combined total we had estimated and budgeted for 
under the old law and the amendments. So that there was in the first 
6 months considerably increased claims receipts growing out of that 
understatement of the workload. Then the conversion of the benefits 
to the new amounts Mr. Christgau referred to, where we got the checks 
out early in October, was a very substantial job. It meant changing 
the amounts in the checks for 6,600,000 individuals. They did not have 
to file an application, but the amounts had to be changed in their 
checks. Those were impacts in the first half of the fise al vear. But, 
of course, substantial as they were, the major part, the big impact. 
from the new amendments will be felt in the second half. 

Mr. Taper. Those amendments provide that anybody who was on 
the roll, who was a member of the retirement system, may receive 
retirement even if his employment continues; is that the idea / 

Mr. Curisteau. After he reaches the age of 72. It used to be at 
age 75. A person between 65 and 72 can earn as much as $1,200 a 
year without loss of benefits and wiein he exceeds that amount in any 
month in which he earns more than $80, he has a deduction; or in any 
month where he renders substantial services in self-employment, there 
is a deduction. 

NUMBER OF PERSONNEL 


Mr. Taser. How many people do you have on the roll presently ? 

Mr. Curisteav. 16,500. 

Mr. Taper. You have 16,500 now? 

Mr. Curisteav. That is right. 

Mr. Taper. Actually employed. 

Mr. Curisteav. That is right. 

Mr. Taser. I do not understand. The budget submission indicates 
an average number of employees of 14,304 and at the end of the 
vear 15,898. 

Mr. Curisteav. That was for 1954. 

Mr. Taper. No; it is 1955. 

Mr. Furrerman. That is under the “Presently available” column 
for 1955. 

Mr. Taper. That is under the column “Presently seroma 

Mr. Furrerman. If you will recall, we got for fiscal year 1955 
$64,400,000 for the old program; then we got this initial naaicioe 7 
amount of $5 million in September for fiscal year 1955 and these fig- 
ures here are in relation to the $69.4 million, which is not the total 
requirements for 1955. The figure of 13,898 represents the number 
of employees at the end of the year 
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Mr. Taper. If you got no more money. 

Mr. Furrerman. That is right. It means we would simply have 
to reduce the staff in order not to overspend the $69.4 million. 

Mr. Tarver. How much did you obligate in January ? 

Mr. Furrerman. $6,851,000. That is in the month of January 
alone. 

Mr. Taser. Are you still increasing your force? 

Mr. Batu. Yes, sir: at a scheduled rate of about 300 a month, as 
an average, increase between now and the end of the fiscal vear. 

Mr. Taper. That means maybe 1,500 more people, does it ? 

Mr. Furrerman. That is right; 18,000, roughly, at the end of the 
year. 

Mr. Taser. And you only have budgeted 17,700? 

Mr. Ketiy. 18,091 is shown in the revised estimate column of 
budgeted positions. 


WORKLOAD TRENDS 


Mr. Taser. Your load along that line will drop off as you go along 
through the year, will it not, rather than increase ? 

Mr. Furrerman. No, sir. You mean in the remainder of this fiscal 
vear ? 

Mr. Taser. Yes. Most of the people would file their claims early; 
most of them will be in by the Ist of March, won’t they ? 

Mr. Furrerman. No, sir. Actually, on this chart this dotted line 
reveals the estimate for the remainder of this year, and you can see 
from the January-March quarter to the April—June quarter we ex- 
pect a further increase in the total amount of claims to be received. 
This red line shows how much our current loads are exceeding the 
revised estimate upon which this request which you have is based. 
This line here [indicating] is the revised estimate including the effects 
of the amendments. You see the line coincides for the period July— 
September before the amendments were actually passed. The effect 
of the amendments in the second quarter was to this extent [indi- 
cating], raising the old estimate by 25,000 claims, and raising the 
third quarter’s estimate by 105,000 [indicating], reaching to this 
point. There is a further increase of 150.000 in the fourth quarter. 
So that there will be no abatement in workload in the fourth quarter. 
The claims total in 1956 will be just about 1,000 less than 1955. There 
are 2,141,000 claims estimated for this year and next year the esti- 
mate is within 1.000 of that amount. 

Mr. Taser. What percentage of the claims that come in relate to 
the new provision about employment of those 72 and over? 

Mr. Batxi. About 110,000 in absolute numbers in the fiscal year. 

Your question is what percentage of the new claims? 

Mr. Taser. What percentage of the claims that are now coming in 
resulted from the reduction in the age limit from 75 to 72? 

Mr. Bau. About 10 percent, I would say, of all claims to be 
received in that 6-month period. 

Mr. Taper. In the 6-month period that we are in now? 

Mr. Batu. Yes, sir. 

Mr. Taser. And how many overall would there be in that period ? 

Mr. Furrerman. About 1.2 million. 

Mr. Taper. These claims involve about 100,000 ? 
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Mr. Batu. Of age 72. There are other claims growing out of the 
new amendments. The total number overall of new claims is 280,000. 

Mr. Taser. That you expect by the 30th of June? 

Mr. Batu. Yes, sir. 

I would like to emphasize again that what we are actually experienc- 
ing is in excess of our estimate and that the 14 percent excess over esti- 
mate of new claims received in the first 6 months gives us considerable 
basis to expect an excess in the next 6 months as well. 

Mr. Taser. Well, naturally, a large part of those who are working 
would have filed their claims; would they not ? 

Mr. Batt. Yes. The impact of the amendments relating to the 
age 72 amendment, that one part, would work out in the first several 
months of this half of the fiscal year. But there are other increases 
that make up for that; so that you continue to have this increase in 
the load. 

Mr. Taper. Do you have an estimate of what your expense on this 
will be month by month? 

Mr. Furrerman. Not month by month; but for the third and fourth 
fiscal quarters. We can give you our figures. 

Mr. Taper. What is your preview of it for the third quarter? 

Mr. Furrerman. For the third quarter I believe our last revised 
plan of expenditure is $21,600,000. 

Mr. Taper. For the third quarter? 

Mr. Furrerman. Yes, sir. It is higher than the apportioned fig- 
ure, but we have not been spending right up to the apportionment. 
We intend to make that up. 

Mr. Taser. What would it be for the fourth quarter ? 

Mr. Furrerman. It would be the residue of the $69.4 million, plus 
the amount Congress sees fit to give us in this appropriation. Ac- 
tually our plans are for about $23. 5 million. 

Mr. Taser. Why would it run as much as that ? 

Mr. FurrerMan. The staff would be at its peak for the year at that 
time and there would be a continuing heavy use of overtime because 
of the fact the pending workloads will continue to be high and the 
new receipts will be exceedingly heavy. The staff working on a regular 
workweek basis, the 17,000 to 18,000, would not be aole to cope with 
that much work. 

Mr. Taser. I believe that is all. 

Mr. Hanp. I take it from what you have said that but for the dif- 
ficulty or practical impossibility of training sufficient help, you would 
be asking us for more than $11 million at this time to administer the 
cost of the new amendments; is that right? 

Mr. Bau. Yes, sir. 

Mr. Hanp. So in the future we can look forward to an annual cost 
in excess of $16 million as you train additional help, because of the 
new amendments? 

Mr. Batu. That is right. In general, we expect to retain the 18,000 
personnel we will have at the end of this fiscal year. 

Mr. Hanp. That is all. 

Mr. Focarty. Thank you. 





Fripay, Fesruary 18, 1955. 


Torat Cost or OASI Buitprne 1x BALTIMORE 


Mr. Fogarry. I have received from the Secretary a letter dated 
February 18—today—about the Social Security Building i in Balti- 
more, and I am going to ask that that be printed in the record at this 
point. 

(The letter referred to follows:) 


DEPARTMENT OF HEALTH, EDUCATION AND WELFARE, 
Washington, D. C., February 18, 1955. 


Hon. JOHN FoGarry, 
Chairman, Subcommittee on Departments of Labor and Health, Education, 
and Welfare, Committee on Appropriations, House of Representatives, 
Washington 25, D. C. 


Dear Mr. Fogarty: The Departments of Labor and Health, Education, and 
Welfare Appropriation Act, 1954, authorized expenditures of $1,500,000 for pre- 
paring for construction of an office building for the Bureau of Old-Age and 
Survivors Insurance. The Supplemental Appropriation Act, 1955, authorized 
an expenditure of an additional $20 million, both sums to be derived from the 
Federal old-age and survivors insurance trust fund. The Senate and House 
reports on the Supplemental Appropriation Act, 1954, indicated differing amounts 
governing the limit of cost. No funds were inc luded in the bill as it passed the 
House. Consequently, this Department wrote the chairmen of the two Com- 
mittees on Appropriations to ascertain congressional intent with respect to a 
limit of cost. 

The Senate committee chairman responded that the $20 million appropriated 
in the Supplemental Appropriation Act was an advance on the total contemplated 
cost of the building, being a compromise between the Senate’s initial allowance 
of $22,290,000 and no allowance by the House, and that the limit of cost of 
$25,370,000 specified in the House report on the bill prevailed. The chairman of 
the House committee suggested that the matter be referred to the Comptroller 
General. 

The inatter was referred to the Comptroller General who indicated that his 
interpretation of the Supplemental Appropriation Act, 1955, established a limit 
of cost of $20 million. Copies of the Comptroller General’s letter were sent to 
the chairmen of the House and Senate Committees on Appropriations and to 
the former chairmen. A copy of the Comptroller General’s letter is attached 
hereto. 

The effect of the Comptroller General’s interpretation is to delay further 
architectural work on the building. The President’s budget for 1956 calls for 
an authorization of $3,870,000 in addition to the total of $21,500,000 previously 
authorized. The budget also provided for a reduction of $1,580,000 of the total 
estimate if the Congress removes the prohibition against the transfer of head- 
quarters staff from Baltimore to Washington. 

It is extremely desirable that we obtain a limit of cost on this building at 
the earliest practicable date in order that architectural work may proceed 
without further delay. It is therefore requested that this matter be clarified 
in the supplemental appropriation now under consideration. This could be 
done most simply by authorizing in the supplemental appropriation the addi- 
tional funds required, thereby clarifying the limit of cost, and by merging all 
the funds previously appropriated with the supplemental funds requested. Ap- 
propriation language to accomplish this purpose is attached. Your favorable 
consideration of this proposed clarification is respectfully requested. 

The Bureau of the Budget advises that if it is the committee’s wish to effect 
the needed clarification by the means set forth above, it would interpose no 
objection. 

Sincerely yours, 
OveTa CuLP Honsy, Secretary. 


Construction, Bureau of Old-Age and Survivors Insurance: For an additional 
amount for construction of an office building and appurtenant facilities for the 
Bureau of Old-Age and Survivors Insurance, including equipment, acquisition of 
land (including donations thereof), and preparation of plans and specifications, 
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$3,870,000, to be derived from the Federal old-age and survivors insurance trust 
fund, which together with sums heretofore appropriated for these purposes shall 
establish a limit of cost of $25,370,000, such sums to be consolidated and accounted 
for as one fund and to remain available until expended: Provided, That any 
funds derived from the default of the bond for construction of access roads in 
eonnection with the acquisition of such land shall be available for expenditure 
to construct such access roads (42 U. 8. C. 401-419). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, January 14, 1955, 


The honorable the SECRETARY OF HEALTH, EDUCATION, AND WELFARE. 

DEAR Mrs. SecreETArY: Reference is made to your letter of December 1, 1954, 
requesting decision on a question regarding the limit of cost your Department 
may establish in connection with construction of an office building in Baltimore, 
Md., to accommodate the Bureau of Old-Age and Survivors Insurance. The item 
in question was included in the Supplemental Appropriation Act, 1955 (H. R. 
9936), Public Law 663, approved August 26, 1954 (68 Stat. 800). In your letter 
you state that a determination as to the limit of cost is necessary to permit 
authorization to the architects to proceed with final plans and specifications. 

In copy of letter from your Department to the chairman, Committee on Appro- 
priations, United States Senate, dated September 20, 1954, attached to your 
letter, it is stated that the budget estimate submitted to the Congress for the 
building was $24,890,000, which together with the $1,500,000 appropriated in the 
fiscal year 1954 would have made available a total of $26,390,000, of which 
$2,600,000 was intended for protective construction against possible bombing; 
that the House denied any actual appropriation of funds for 1955 but stated in its 
report (H. Rept. No. 2266, dated July 16, 1954) on H. R. 9936: “The committee 
approves of plans for the conventional, fireproof facility described during the 
hearings and estimated to cost not to exceed $25,370,000 in total’; and that the 
House committee specifically disapproved the additional special design and con- 
struction features estimated to cost $2,600,000. 


construction of the building; that the Senate report (No. 2034, dated July 31, 
1954) on H. R. 9936 established a limit of cost of $23,790,000 ($22,290,000 plus the 
$1,500,000 appropriated in the fiscal year 1954) ; that the report also specifically 
stated that the committee was in entire agreement with the House that no funés 
should be used for protective construction; that the Supplemental Appropriation 
Act, 1955, as finally passed by Congress, appropriated $20 million for construct- 
ing the said building, a figure not mentioned in either committee report; and 
that the conference report (No. 2663, dated August 16, 1954) does not contain 
comment on the item. It is stated further that your Department assumes that 
the $20 million figure was not intended to establish a limit of cost for the build- 
ing but represents the funds which are available this year. In order to proceed 
with plans for the completion of the building, confirmation of such assumption 
is requested of this office, and also advice as to the limit of cost now prevailing 
as the result of conference action on the bill. 

It appears that the said assumption is based on the above-quoted statement 
contained in the cited House report and on the fact that H. R. 9936 as passed 
by the Senate provided $22,290,000 for construction of the building. 

The Labor-Federal Security Appropriation Act, 1953, 66 Stat. 358, 368, made 
$60,000 available until expended for the preparation of preliminary plans.and 
specifications for a building for the Bureau of Old-Age and Survivors Insurance. 
It appears that such appropriation has been expended in the preparation of the 
preliminary plans. See hearings before the subcommittee of the Committee on 
Appropriations, House of Representatives, Department of Labor—Federal 
Security Agency appropriations for 1954, page 411. 

The Departments of Labor and Health, Education, and Welfare Appropriation 
Act, 1954 (67 Stat. 245), provides, in pertinent part, as follows: 

“Construction, Bureau of Old-Age and Survivors Insurance: For preparing for 
construction of an office building and appurtenant facilities for the Bureau of 
Old-Age and Survivors Insurance, including equipment, acquisition of land (in- 
cluding donations thereof), and preparation of plans and specifications, $1,- 
500,000, to be derived from the Federal old-age and survivors’ insurance trust fund 
and to remain available until expended.” 

When the bill H. R. 5426, which became the Departments of Labor and Health, 
Education, and Welfare Appropriation Act, 1954, was first introduced it provided 
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“For beginning construction of an office building’ and contained the following 
proviso: 

“That the total cost of the project herein authorized shall not exceed $27 
million, but this limitation may be exceeded, or shall be reduced, by an amount 
equal to the percentage increase or decrease, if any, in construction costs gen- 
erally dated from January 1, 1953, as determined by the Administrator of General 
Services.” 

The bill as reported out of the Senate Committee on Appropriations was 
amended by striking out the word “beginning” and substituting the words 
“preparing for.” Also, the above-quoted proviso was stricken from the bill. 
Senate Report No. 478, accompanying the bill contained the following state- 
ment on pages 19 and 20: 

“The second proviso was stricken because the Congress has been advised as 
follows by the Bureau of Old-Age and Survivors Insurance: (1) in 1948 that 
the cost of the building would be $9,500,000; (2) in 1950 that the cost would be 
$11,500,000; (3) in 1951 that the cost would be $13,915,000; (4) in 1952 that the 
cost would be $17 million: and (5) in 1953 that the cost will be $27 million. 

“The committee admonishes the Bureau to see that every economy is effected. 
In view of the fact that this committee originally approved funds, in the 1953 
bill, for the preliminary planning on the basis of an estimated cost of $17 million, 
it still feels that the total cost should not exceed that figure, adjusted for any 
increased construction costs since the end of fiscal year 1952 and the cost of land, 
which cost was not included in the total estimated cost last year.” 

House Report No. 995 explained the amendments as follows: 

“Amendments Nos. 46 and 47—Construction, Bureau of Old-Age and Survivors 
Insurance: Provide funds to prepare for construction of an office building for 
the Bureau of Old-Age and Survivors Insurance as proposed by the Senate rather 
than providing funds for beginning construction of such a project and authorizing 
its total cost at not to exceed $27 million as proposed by the House.” 

The hearings before the Subcommittee on Appropriations, House of Repre- 
sentatives, Department of Labor-Federal Security Agency appropriations for 
1954 (p. 415) contains the following: 

“Mr. Bussey. Let us say that Congress would appropriate $20 million instead 
of $27 million. What, in that event, would be cut out of the plans? 

“Mr. Pocce. Space * * *, 

“As far as the Bureau is concerned, if the appropriation is reduced, the space 
will be reduced.” 

In view of the legislative history of the change of wording from “beginning 
construction” to “preparing for construction,” it would not appear that any part 
of the $1,500,000 appropriated in the annual appropriation act for fiscal year 1954 
would be available for actual construction. 

The Supplemental Appropriation Act, 1955, provides, in part: 

“For construction of an office building and appurtenant facilities for the Bureau 
of Old-Age and Survivors Insurance, including equipment, acquisition of land 
(including donations thereof), and preparation of plans and specifications $20 
million, to be derived from the Federal old-age and survivors insurance trust 
fund and to remain available until expended.” 

This would appear to be the only appropriation for construction of the said 
building. Appropriation language such as that used in the act appropriating 
funds for the building construction involved here constitute a maximum amount 
to be available for the purpose specified, unless a different intention of the Con- 
gress is ascertainable. While the statement appearing in the House report 
accompanying the bill (H. R. 9936) which became the Supplemental Appro- 
priation Act, 1955, may indicate a purpose to authorize a cost limitation in excess 
of $20 million, and while H. R. 9936 as first amended by the Senate provided for 


in excess of $20 million was not enacted into law. Any inconsistency between 
the language used in committee reports or the language used in a bill prior to 
amendment of such bill, and the language used in the bill as enacted into 
law by the Congress must be resolved in favor of the language used in the law. 

The language used by the Congress in the cited act is positive and unambiguous 
and it is clear therefrom that the Congress intended the amount of $20 million 
to be available for the construction of the building and such figure establishes 
a limit of cost for the building, exclusive of the expenditures authorized under 
the appropriation of $1,500,000. Furthermore, there is nothing in the Supple- 
mental Appropriation Act, 1955, or the legislative history thereof which would 
indicate that the amount of $20 million represents only the funds available this 
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fiscal year and that the Congress intends to appropriate additional funds in the 
future. 
Accordingly, the limit of cost which now prevails for the construction of the 
said building is $20 million. 
Sincerely yours, 
FRANK H. WEITZEL, 
Assistant Comptroller General of the United States. 


Fripay, Fesruary 18, 1955. 
OFFICE OF THE SECRETARY 
WITNESSES 


ROBERT J. DECAMP, DIRECTOR, OFFICE OF FIELD ADMINISTRATION 

PAUL C. HOWARD, ASSISTANT CHIEF, DIVISION OF FIELD MANAGE- 
MENT, OFFICE OF FIELD ADMINISTRATION 

LEONARD J. WILBERT, CHIEF, DIVISION OF GRANT-IN-AID AUDITS 

ALBERT H. ARONSON, CHIEF, DIVISION OF STATE MERIT SYSTEMS 

JOHN W. HAMBLETON, BUDGET EXAMINER 

JAMES F. KELLY, BUDGET OFFICER, HEW 


SALARIES AND Expenses, Orrice or FIeEtp SERVICES 


Mr. Focarry. We have before us the supplemental appropriation 
request for the Office of Field Services. This item is contained in 
House Document No. 88, which we will insert at this point: 


SALARIES AND EXPENSES, OFFICE OF FIELD SERVICES 


“For an additional amount for ‘Salaries and expenses, Office of 
Field Services’, $28,000, to be transferred from the Federal old-age 
and survivors insurance trust fund.” 

To handle the workload arising from the 1954 amendments to the Social Secur- 
ity Act, the Bureau of Old-Age and Survivors Insurance is increasing employment 
in the district offices by approximately 2,200 employees. Personnel, payroll, and 
general services are provided these employees by the Office of Field Services. This 
proposed increase in transferred funds is to cover the cost of the additional work- 
load involved. 

Mr. Focarry. We will be glad to hear your statement, Mr. de Camp, 
with regard to the need for these additional funds for 1955. 

Mr. pE Camp. This request covers $28,000 to be advanced from the 
OASI trust fund for management services provided by regional 
offices under the appropriation “Salaries and expenses, Office of Field 
Services.” 

Due to the 1954 OASI amendments, the Bureau of Old-Age and 
Survivors Insurance will employ 2,200 additional employees in the 
500 OASI district offices prior to the end of the fiscal year 1955. This 
increase in OASI staff will increase the work of regional office man- 
agement units by about 20 percent. The number of employees for 
whom payroll and other fiscal services are provided, the number of 
employees serviced for personnel purposes, and the amount of mail, 
typing, and other related clerical work will all have increased in this 
proportion. ‘This supplemental request of $28,000 will provide for 
the employment during the last quarter of fiscal year 1955 of 11 posi- 
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tions for payroll and fiscal work, 12 positions for personnel work, and 
12 general clerks, a total of 35 budgeted positions. The employees 
will be entered on duty gr adually beginning April 1, 1955; thus for 


fiseal year 1955 there will be 7.4 man-years.of employment. 
PREVIOUS REQUEST 


Mr. Foearry. When the supplemental for an increase in salaries 
and expenses for the Bureau of Old-Age and Survivors Insurance was 
submitted during the closing days of “the last session of C ongress, I 
believe there was included a “request that a portion of those funds be 
transferred to the Office of Field Services for some of these services 
that you mentioned. 

Yor how much was that request ? 

Mr. Hamereron. $59,300. 

Mr. Fogarty. And you did not get it ? 

Mr. Hamsteton. No, sir. 

Mr. Fogarty. How did you get along without it? 

Mr. Keixy. The first half of the year the large increases in the 
Bureau of Old Age and Survivors Insurance were “not fully effective; 
but beginning towards the latter part of the first half and the second 
half of the year, the workload has been tremendously increased and 
in order to cope with that situation we transferred the responsibility 
for payrolling personnei in the OASI area offices to these six area 
offices, because we were unable to stay abreast of payrolling that 
number of people out of the field administration appropriation. 

Mr. Focarty. This request is for $28,000. 

Mr. Ketry. Correct. 


Mr. Fogarty. So apparently we saved some money by not allowing 
you the $59,000 for the 6 months’ period ? 

Mr. Ketry. I guess that is true. Actually, as the situation devel- 
oped, the legislative history was such that it was not appropriate to 
consider a deficiency appropriation; so that these funds cannot be 
expended until appropriated and personnel cannot be employed until 
the last quarter. 


ADDITIONAL POSITIONS REQUESTED 


Mr. Foearry. Now you are asking for 35 additional positions and 
$28,000. 

Mr. Ketty. 35 additional employees placed in the regional offices 
to handle the payrolling and personnel activity ; but inasmuch as they 
won’t be employed until the last quarter, they only account for 7 man- 
years of employment. 

Mr. Focartry. This $28,000 will amount to how much on an annual 
basis ? 

Mr. Kerry. $100,000. 

Mr. Foearry. It will amount to $100,000 to carry the 35 positions 
for a full year? 

Mr. Ketiy. Yes, and the 1956 estimate is so developed. 





Monpay, Fepruary 21, 1955. 


DEPARTMENT OF LABOR 


Bureavc or EMPLOYMENT SECURITY 
WITNESSES 


ROBERT C. GOODWIN, DIRECTOR 
JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY 


GRANTs TO STATES FOR UNEMPLOYMENT COMPENSATION AND 
EMPLOYMENT SERVICE ADMINISTRATION 


Mr. Fernanpez. We have before the committee a proposed supple- 
mental item for the Department of Labor which is contained in House 
Document No. 88. We will insert the pertinent part of the House 
Document at this point in the record. 

(The matter referred to follows :) 


GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND 
EMPLOYMENT SERVICE ADMINISTRATION 


“Appropriations granted under this head for the fiscal year 1955 
shall be available for erpenses necessary for carrying out title XV 
of the Social Security Act, as amended (Public Law 767, approved 
September 1, 1954).” 


The recently established unemployment compensation benefit payment program 
for Federal employees is administered by the various States under contractual 
agreement with the Secretary of Labor. Funds required for these administrative 
operations are provided by this appropriation. Where a State does not enter 
into contractual arrangements, the operations will be performed by the Depart- 
ment of Labor. The proposed addition to the appropriation language is necessary 
to permit the use of these funds for the performance of such administrative 
operations by the Department of Labor should the necessity arise. It is similar 
to the authority now provided in administering unemployment compensation 
payments to veterans. 

Mr. FerNanvez. Suppose you go ahead and tell us about the request. 

Mr. Goopwtyn. Mr. Chairman and members of the committee, this 
request is made in connection with our program on unemployment 
insurance for Federal workers and is made to implement the provision 
in the basic statute, Public Law 767 of the 83d Congress, that provides 
in connection with the administration of unemployment insurance for 
Federal workers that— 

The Secretary is authorized on behalf of the United States to enter into an 
agreement with any State, or with the agency administering the unemployment 
compensation law of such State— 
for the purpose of administering this particular program. 

That is contained in section 1502 of Public Law 767. Then in section 
1503 there is a provision that in case the Federal Government and the 
State do not have an arrangement for administering the act by the 
State, that the act can and shall be administered by the Secre tar y of 
Labor. 

The language we are requesting, says that where a State does not 
enter into contractual arrangements, the operations will have to be 
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performed by the Department of Labor and may be financed from this 
appropri: ition. 

The proposed language is necessary to permit the use of those funds 
for the performance » of such administrative operations by the Depart- 
ment of Labor should the neccessity arise. It is similar to the author- 
ity now provided in administering unemployment compensation pay- 
ments to veterans. In other words, this request is to avoid the possi- 
bility of a breakdown in the system in case the State cannot operate the 
program within that State for legal reasons or any other reasons. 
Under those circumstances, the Secretar y would be authorized to use 
title III funds appropriated under the State grants appropriation 
for the administration of unemploymnet compensation for Federal 
employees in that particular State. 

This was not contained in the original appropriation request simply 
because of an oversight. It should have come in at that time. 

Mr. Fernanprz. How many States do you anticipate will not have 
contractual relations covering this program in the coming fiscal year? 

Mr. Goopwin. We have no reason to believe there will be any. We 
have gone through the period of making contractual arrangements 
with all of them. We had some difficulty in a few States, because the 
States have provisions in their law which they felt were in conflict with 
the Federal statute. Ultimately we were able to resolve all of those 
differences and make an agreement with all of the States. Those 
agreements, however, are subject to 30 days cancellation by either 
party. So if the State, for any reason, including some legal develop- 
ment, or because the State might decide it wanted to withdraw from 
the administration of this program, they could do so by giving the 
Secretary of Labor 30 days notice and we simply want to cover the 
possibility of that sort of thing happening. We would much prefer 
for the program to be operated by the States and we will do everything 
we can to see that it continues to be operated by the States. 

We cannot lose sight of the fact, however, that it is optional on the 
part of the States and, if they choose not to exercise that option, the 
Secretary under the basic law still is held accountable by Congress for 
continuing the program in the State. 

Mr. Fernanprz. So the law itself s says if the State does not do it, 
you have to do it? 

Mr. Goopwin. That is right. 

Mr. Frernanpez. I was wondering if by putting this language in 
the bill it would mitigate against you, because the States might say 
“Well, they have the author ity under the law; let them do it.” 

Mr. Goopwin. No. Under the language 1 requested here we would 
be able to do it only in case there was not some agreement; because it 
would be pursuant to this law I just referred to, Public 767 of the 

83d Congress. 

Mr. Fernanprz. In any event, you have ascertained that there are no 
cases in the States where legislation would be required on the part of 
the State. 

Mr. Goopwin. Not as of now; that is right. 

Mr. Fernanpez. This would not be a change i in the law, would it, 
and subject to a point of order? 

Mr. Dopson. Our thinking is that this is a step to put the appropria- 
tion in harmony with the substantive legislation. 
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Mr. Hanp. You are in the situation of filing what old pleaders 
used to call a bill quia timet. ‘There is nothing right now, but you 
are afraid there might be. 

Mr. Goopwin. Yes. 

Mr. FernanvEz. Thank you very much. 


WepnesbDAy, Frepruary 23, 1955. 
RAILROAD RETIREMENT BOARD 


WITNESSES 


COL. RAYMOND J. KELLY, CHAIRMAN 

FRANK C. SQUIRE, BOARD MEMBER 

HORACE W. HARPER, BOARD MEMBER 

FRANK J. McKENNA, CHIEF EXECUTIVE OFFICER 
MICHAEL RUDISIN, DIRECTOR OF FISCAL ACCOUNTS 


SALARIES AND EXPENSES 


Mr. Fernanpez. We will take up the supplemental request for the 
Railroad Retirement Board, as contained in House Document No. 
88. We will insert the pertinent portion of the House document at 
this point in the record. Do you have a statement you wish to make 
on this item ? 

(The matter referred to follows :) 


SALARIES AND EXPENSES, RAILROAD RETIREMENT BOARD 
(TRUST FUND) 


“For an additional amount for ‘Salaries and expenses, Railroad 
Retirement Board (trust fund)’, $256,000, to be derived from the 
railroad retirement account.” 


This estimate is to provide the Railroad Retirement Board with additional 
funds required to meet part of the cost of increased workloads resulting from 
the enactment of Public Law 398, approved June 16, 1954, which amended 
the Railroad Retirement Act by repealing the prohibition against dual benefits 
under both social security and railroad retirement laws; Public Law 746, ap- 
proved August 31, 1954, amending the Railroad Retirement Act by lowering 
eligibility requirements of certain beneficiaries, etc.; and Public Law 761, ap- 
proved September 1, 1954, amending the Social Security Act, which required 
adjustment in benefits under the Railroad Retirement Act. 

Mr. Kexiy. If you want to go into the details, Mr. McKenna of our 
technical staff is present. 

Mr. Fernanpez. Please proceed, Mr. McKenna, and summarize it 
briefly, if you will. 

Mr. McKenna. We are requesting a supplemental appropriation of 
$256,000 for salaries and expenses for the fiscal year 1955 to handle 
increases in workloads resulting from recent amendments to the Rail- 
road Retirement and Social Security Acts. This request for $256,000 
will supplement the present appropriation of $6,108,000 to make a 
total of $6,364,000 available for the fiscal year 1955 for the adminis- 
trative expenses of the Railroad Retirement System. The supple- 
mental appropriation is to be derived from the Railroad Retirement 
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Account (trust fund), representing a transfer of funds from one trust 
account to another. 

It should be noted that the request for a supplemental appropriation 
of $256,000 is $163,000 less than our original estimate of $419,000 re- 
ferred to in the justifications of the 1956 appropriation request. We 
have been able to effect this reduction in our supplemental estimates 
because of (a) indications of attainment of greater than estimated 
efficiency in processing nonrecurring workloads actually received and 
(b) indications that the actual receipt of requests for recomputations 
of benefits to exclude service after age 65, originally estimated at 
10,000, will be purely nominal. 

Legislation recently enacted by Congress increased recurring work- 
loads of the Board and created a large nonrecurring workload for 
disposition in fiscal year 1955. The Board is scheduled to absorb all 
of the recurring increases in administrative costs resulting from the 
amendment, amounting to approximately $215,000, $29,000 of the 
nonrecurring costs, the cost of all benefits provided by Public Law 
763, approved September 1, 1954, the so-called Fringe Benefits Act, 
and employer Federal group-life-insurance contributions of $13,000 
However, the nonrecurring workloads resulting from the amendments 
are of such proportions that a supplemental appropriation of $256,000 
will be required in fiscal year 1955. The statements that have been 
submitted in the justifications of our supplemental request contain data 
on productivity and unit costs and show detailed personal service data 
by offices and bureaus. 

Public Law 746, approved August 31, 1954, among other changes, 
lowered eligibility requirements ‘for benefits for widows, dependent 
widowers, and dependent parents by providing for entitlement of 
benefits at age 60 rather than age 65, and provided that service after 
age 65 may now be disregarded if this will result in a higher annuity. 
Approximately 25,000 widows aged 60 to 64 became immediately 
eligible for benefits. This nonrecurring workload in 1955 had to be 
processed without delay, since the immediate welfare of the survivors 
of deceased railroad employees was involved. With respect to service 
after age 65, it is estimated that only a nominal number of annuitants 
will apply for a recomputation of benefits. However, beginning in 
September 1954, it became necessary, as an added work operation, 
to take such service into consideration in the computation of awards 
for current claims. 

Public Law 746 also increased recurring workloads in a number 
of ways. Widows aged 60 through 64 formerly receiving lump-sum 
payments now will file claims for monthly benefits. This will increase 
costs for the reason that claims for monthly benefits are more complex 
to adjudicate initially and, of course, must be certified monthly there- 
after. Allowances also now must be made for the new treatment 
of service after 65, the exclusion of low years of earnings in the certi- 
fication of survivor benefit computations, changes in the disability 
work clauses, provision for waiver of annuities, and other changes. 
However, the costs of handling the increased recurring workloads 
for 1955 are scheduled to be absorbed within the limits of the appro- 
priation presently available. 

Mr. Fernanpvez. This is all in the justifications. 

Mr. McKenna. That is right. 

Mr. Frernanvez. To save time, we will put the rest of that in the 
record and avoid your having to read the whole thing. 
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(The statement referred to follows :) 


PUBLIC LAW 746, APPROVED AUGUST 31, 1954 


The cost of handling the 25,000 claims from aged widows accounts for $173,730 
of the supplemental appropriation request of $256,000. 

The work of handling the 25,000 claims from aged widows entailed basic 
operations that differed to some extent from operations required to process 
regular claims. Lists of individuals potentially eligible for benefits were pre- 
pared from card files in the office of director of research relating to lump-sum 
benefits awarded to widows and terminated widowed mothers’ benefits. Folders 
of the cases listed were withdrawn from the files for reexamination to determine 
whether the deceased employee had a completely insured status, and if so, whether 
there was a widow, widower, or a parent who appeared to be otherwise eligible 
for an annuity. At the same time examiners had to determine what additional 
proofs, if any, were required in addition to the application. Questionnaire forms 
then were prepared for release through the branch or district office having 
jurisdiction of the area in which the survivor resided. The questionnaires were 
returned by the survivor to the field office. If the information furnished thereon 
indicated that the widow, widower, or parent was still alive and had not re- 
married, the field office developed the application and required proofs. These 
applications, which generally required the certification of wage data, then were 
processed in headquarters in the usual manner. 

The requirements of the various offices to cover the unabsorbed costs of 
handling these 25,000 applications from widows are as follows: 


Man- | Personal Other 
years services cost 


Office of Director of Fiscal Accounts__-- ee i $3, 650 R50 
Bureau of Retirement Claims 3 weed nes 4 65, 000 2, 000 
Office of Supply and Service ais : .3 10, 000 1, 000 
Office of Director of Research - -- - alia ; 7 2, 025 220 
Bureau of Wage and Service Records-_------ ; : 7.§ 24, 635 

Regions__.- ose dsb jeblividdedoatdwests x 55, 997 503 
Penalty mail J _ . 7, 850 


12, 423 


Total marae 46.5 | 161, 307 


PUBLIC LAW 761, APPROVED SEPTEMBER 1, 1954 


Public Law 761, which increased social security benefits, required the adjust- 
ment of approximately 115,000 cases under the minimum benefit provisions of 
the Railroad Retirement Act. 

The work required to effect these adjustments, after the planning and proce- 
dural work, involved a series of manual and mechanical operations. It was nec- 
essary to segregate mechanically the cards for cases to be reexamined and to 
prepare listings of such cases. The claims folders were pulled and examined to 
identify the cases where the social security minimum was paid. After tran- 
scription of the 1952 primary insurance amount from folders to listings, the 
folders were refiled. Then, puncheards were prepared from listings and the 
mechanical operations performed to compute the 1954 primary insurance amount. 
After the preparation of voucher listings and folder cards, the related addresso- 
graph plates were used to prepare checks without the monthly amount, since 
the plate still reflected the old rates. Then the new monthly amounts were re- 
produced from the punchcards to the checks. Subsequently, the addressograph 
plates were corrected to reflect new monthly amounts, the research file of punch- 
cards corrected, and the folder cards filed in the claims folders. 

Various groups of cases, of course, required special handling, such as recerti- 
fication of wage data, manual computations of new rates, the manual handling 
of cases deleted during mechanical operations because of inconsistencies of some 
nature, etc. 
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The requirements of the various offices to cover the unabsorbed costs of effect- 
ing the adjustment of 115,000 monthly benefit rates are as follows: 


| l 
Personal | aah! 
services | Other costs | Total cost 


Man-years 


Office of Director of Fiscal Accounts. Secor $9, 400 | $700 | $10, 100 
Bureau of Retirement Claims be el i. 24, 075 ag 24, 075 
Office of Supply and Service______..___.._._.____-- 4 | 10, 888 | 700 | 11, 588 
Office of Director of Research iN a 2, 500 200 2, 700 
Bureau of Wage and Service Records_- eee .8 9,177 | 4, 823 
Regions ii ; Salata eas ‘ 800 
Penalty mail 2, 000 


| 
| 
| 
| 
af 





59, 540 9, 223 





PUBLIC LAW 398, APPROVED JUNE 16, 1954 


Public Law 398, approved June 16, 1954, amended the Railroad Retirement 
Act by repealing the dual-benetit provision. Under the dual-benefit provision, 
railroad retirement annuities based on some service before 1937 had been 
subject to reduction since November 1951 if the employee qualified for an old-age 
benefit under the Social Security Act. The amendment which repealed this 
provision was made retroactive to November 1951, thus resulting in the restora- 
tion of the reductions to the employees or to their eligible survivors in approxi- 
mately 36,000 cases. 

Of the 36,000 cases requiring adjustment under Public Law 398, approximately 
30,000 adjustments were reflected on the benefit checks dated July 1, 1954. The 
greater portion of the costs resulting from the adjustment of these 30,000 cases 
were incurred in fiscal year 1954, although some work was carried over into 1955. 
The 1955 costs resulted principally from such cleanup work as making changes in 
the addressograph plates to reflect the new monthly rates, refiling of plates, the 
filing of documents in claims folders to reflect the restorations, ete. The remain- 
ing 6,000 cases required to be adjusted consisted of cases in which the employee 
had died since November 1951, with the restoration of amounts withheld to be 
made to eligible survivors. All of these cases were handled on an individual 
basis and were processed early in 1955. Since the development of these cases 
was not too complex, requirements to handle work in 1955 resulting from the 
enactment of Public Law 398 are estimated at $13,507, based on the participation 
of the following offices: 


Personal | Other Total 
| Man-years sot . 
| Man-years | services costs | costs 


Office of Director of Fiscal Accounts --- -- renal .f $1, 400 
Bureau of Retirement Claims_---_-- eee 6 6, 000 | 
Office of Supply and Service : : -4 2, 000 
Office of Director of Research --- - : sd 7 700 
J) OS ee eee ; wbaceke -6 1, 750 | 
Penalty mail J 


| 


Total. ....... 3. é 11, 850 


1, 657 


OBLIGATIONS BY OBJECTS 


Explanations of the significant changes in requirements by object of expense 
are outlined below. 

The increase of $232,697 requested for personal services, of course, provides 
for the use of temporary employees and overtime since the workloads are of a 
nonrecurring nature. 

The large nonrecurring workloads created by the amendments were accom- 
panied by an increase of $10,850 in penalty mail requirements. Increased mail- 
ings resulted from the development of applications from widows and annuitants 
and from the inquiries usually received when the acts are amended from indi- 
viduals either eligible or potentially eligible for increased benefits. 

The increase of $4,163 for rents and utility services represents the rentals on 
the machines used in mechanical phases of the work of effecting the changes 
in monthly benefit rates. 
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The increases of $2,680 in printing and reproduction and $5,610 in supplies and 
materials cover the costs of the puncheards, new forms, revisions of forms, and 
other supplies such as tabulating paper, addressograph plates, etc., required to 
handle the nonrecurring workload. 


Salaries and expenses, Railroad Retirement Board (trust account), supplemental 
appropriation estimate for 1955—Statement relating workloads to man-years and 
costs to produce productivity and unit cost data 


ivity ae . | Total man- Units per 
pn Work units years man-year 


I. Processing claims from aged widows for monthly benefits 
and applications from annuitants for recomputations 
(Public Law 746) ___--- bs 25, 000 B. f 537. 6 
II. Processing benefit rate adjustments resulting from amend- 
ments to Social Security Act (Public Law 761) -- 115, 000 5. § 6, 845. 2 
III. Processing adjustments resulting from repeal of dual- | 
benefit restrictions (Public Law 398) ’ 6, 000 3.4 1, 818. 2 








Total cost Unit cost 





Activity | 7 
Personal | vie Peisonal itt toa 
| services | Other | Total | corvices | Other | Total 





I. Processing claims from aged widows | 
for monthly benefits and applica- 
tions from annuitants for recom- 
putations (Public Law 746)____-_._| $161, 307 512, 423 | $173, 730 
II. Processing benefit rate adjustments 
resulting from amendments to 
Social Security Act (Public Law | 
761) : 59, 540 9, 223 68, 763 
III. Processing adjustments 
from r-peal of dual-benefit restric- | 
tions (Public Law 398) _......-.... } 11,850 | 1, 657 13, 507 


NES iitsiienatcmaeee aieuannens 232, 697 23, 303 256, 000 


COMPARISON OF CURRENT AND ORIGINAL ESTIMATE 


Mr. FeRNANDEz. The amount of $419,000 was the estimate you made 
last year for this additional work. 

Mr. McKenna. That is right. 

Mr. FERNANDEZ. Was that estimate too high, or did you absorb some 
of the increased costs, or what is the situation ? 

Mr. McKenna. At the time, that estimate was the best we could 
make. We thought that would be our needs. However, we were able 
to absorb the difference, so that we are now coming in for a lower 
amount. 

Mr. FERNANDEz. So it is a matter of absorbing the difference, not 
that you made the estimate too high? 

Mr. McKenna. No; it is purely a matter of absorption. 

Mr. Fernanvez. The worldeet and costs are actually coming up to 
your estimate. 

Mr. McKenna. That is right. 

Mr. FERNANDEz. Since this is nonrecurring work—initial work 
made necessary by the amendments—you do not anticipate there will 
be any increase in the regular budget ? 

Mr. McKenna. No. I will say this: The work we are now doing 
is made more complex and time-consuming than it was before the 
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amendments were passed. However, we are going to absorb those 
complexities and time-consuming operations. 

Mr. FERNANDEz. Since this is nonrecurring work, you won’t be 
employing any permanent personnel that you will continue to keep 
on the payrolls. 

Mr. McKenna. That is right. 

Mr. FerNANDEz. You will not do that? 

Mr. McKenna. We will not do that. 

Mr. FerNnanvez. How are you going to handle it? 

Mr. McKenna. A good bit of the work we had to handle this year 
has been handled by temporaries and overtime work. We have pur- 
posely avoided taking on any permanent personnel, because that 
always creates problems when we reduce staff, go through reduction 
in force procedures, and so forth. So for the last several years— 
since 1951, at any rate—we have endeavored to handle the problem 
by breaking the operations down to the simplest form and taking on 
low-grade temporary personnel who can be released when the work- 
load diminishes. 

Mr. Fernanpvez. All of this appropriation comes out of the trust 
fund; there are no public funds involved ? 

Mr. McKenna. No, sir. 

Mr. Fernanvez. If there are no further questions from the other 
members, we thank you very much. 
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SUBCOMMITTEE ON DEPARTMENT OF THE INTERIOR AND RE- 
LATED AGENCIES APPROPRIATIONS 


MICHAEL J. KIRWAN, Ohio, Chairman 


W. F. NORRELL, Arkansas BEN F. JENSEN, Iowa 
ALFRED D. SIEMINSKI, New Jersey IVOR D. FENTON, Pennsylvania 
DON MAGNUSON, Washington ERRETT P. SCRIVNER, Kansas 


WEDNESDAY, FEBRUARY 23, 1955. 
DEPARTMENT OF AGRICULTURE 
SALARIES AND ExpEnsEs, Forest SERVICE 
WITNESSES 


EDWARD P. CLIFF, ASSISTANT CHIEF, FOREST SERVICE 
CHARLES L. GRANT, DEPUTY DIRECTOR OF FINANCE, DEPART- 
MENT OF AGRICULTURE 


CONTROL OF FOREST PESTS 


Amounts available for obligation 














Presently Revised 
available, | estimate, Difference 
1955 1955 
Appropri I iil in acide chiki narceonigaee SoA $48,721,200 | $51, 291, 200 +-$2, 570, 000 
Reimbursements from non- Federal sources. SgHL Op + ts) 0s $25, 000 825. 000 
Reimbursements from other accounts_- bt bkchateties eatin wanheaa 7, 200, 000 7, 200, 000 
Obligations incurred _-_- 56, 746, 200 59, 316, 200 +2, 570, 000 
Compar: ative transfer from “Research and development, 
BETA 06a cst enewnsins- sence ene snceceseener ene San 10, 500 10, 500 
Comparative transfer to: 
“Flood prevention, Soil Conservation Service”. __.....__- — 200, 000 — 200, 000 
‘Salaries and expenses, Office of Information’. _.._____- —3, 700 —3, 700 
SEI iin si iacqcevcdexe son die mmole and anno 56, 553, 000 59, 123, ( 000 2, 570, 000 


Norte.— Reimbursements from non-Federal sources above are primarily for rental of equipment; for sale 
of equipment, nursery stock, supplies, and materials; and for the costs of suppressing forest fires on State 
and private forest lands ad acent to, or intermir gled with, national forests under terms of written cooper- 
ative agreements (16 U.S. C. 504a, 572, 580, 580a), sale of photographic repreductions (7 U. 8. C. 1387), and 
from proceeds of sale of senanel property (40 U. 8. C. 481 (c)). 
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Obligations by activities 


Description 


Direct Obligations 


. National forest protection and management: 
(a) Resource protection and use 
(b) Resource development_-.-. 


DS ee cee keose cen 
Fighting forest fires: Fire suppression 


. Control of forest pests: 
(a) White pine blister rust control 
(6) Forest pest control. --- 


Subtotal 


Forest research: 
(a) Forest and range management investigations 
(b) Forest protection investigations 
(c) Forest products investigations 
(d) Forest resources investigations - 


Subtotal 


. Obligations under reimbursements from non-Federal 
sources 


Total direct obligations - - 
Obligations Payable Out of Reimbursements From Other Accounts 


6. Rental of equipment to, and repair of equipment for, other 
activities of Forest Service; the Department of Agricul- 
ture; the Departments of Commerce, Interior, Defense, 
Treasury, and Health, Education, and Welfare; the 
Veterans’ Administration; the General Services Admin- 
istration; and other agencies . 

Supplies, materials, and equipment for sale to other activ- 
ities of Forest Service; the Department of Agriculture; 
the Departments of Justice, Defense, Commerce, and 
Interior; the Atomic Energy Commission; and other 
agencies ____-_- 

. Construction and maintenance of improvements- --- 

. Protection of intermingled and adjacent forest lands 

. Surveys, land appraisals, mapping, cruising timber, and 
preparation of timber management plans, snow scale 
readings, etc., on national forest and other lands 

. Fire suppression oniutermingled and adjacent lands under 
administration other agencies 

. White pine blister rust control __- 

. Forest pest control. - 

4. Investigations at experimental forests and ranges 

. Fire, insect, and disease investigations 

. Investigations at Forest Products Laboratory 

. Special economic investigations 


Total obligations payable out of reimbursements from 
other accounts 


Total obligations 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: average salary 


Presently | Revised 
available, estimate, 
1955 1955 


$29, 236, 500 | $29, 236, 500 
1, 300, 000 1, 300, 000 


30, 536, 500 30, 536, 500 


570,000 | 2, 570, 000 
, 367, 500 4, 937, 500 
4, 937, 500 | 


3,609,630 | 3, 609, 630 
1, 253, 204 1, 253, 204 
1, 231, 318 1, 231, 318 

959, 848 959, 848 


7, 054, 000 7, 054, 000 


825, 000 825, 000 


9, 353, 000 51, 923, 000 


225, 000 5, 225, 000 


155, 000 1, 155, 000 
45,000 | 45, 000 
70, 000 70, 000 


113, 000 113, 000 


75, 000 75, 000 
2, 500 2, 500 
2,000 | 2, 000 

30, 000 30, 000 

12, 500 12, 500 

405, 000 405, 000 

65, 000 65, 000 


7, 200, 000 7, 200, 000 


56, 553, 000 59, 123, 000 


Fiscal year Fiscal year 
1953 1954 


$4, 762 


GS-68 


$3, 696 


+2, 570, 000 


+2, 570, 000 


+2, 570, 000 


+2, 570, 000 


Fiscal year 
1955 
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Obligations by objects 


Presently Revised 
Object classification available, estimate, Difference 
1955 1955 





FOREST SERVICE 
Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year. 


Average salaries and grades: 
General schedule grades: 
Average salary : 4, $4 
Average grade _- 4 is- GS-6 
Ungraded positions: Average salary-- $3, 7! $3 


Personal service obligations: 
Permanent positions ‘ $28, 455, $28, 474, 
Positions other than permanent 7, 862, 7, 896, 
Regular pay in excess of 52-week base - 108, 108, 
Payment above basic rates 897, 897, 
Other payments for personal services - - - 1, 803, 1, 803, 


Total personal services___-- ee : eae 39, 128, 39, 181, 


Direct Obligations 

01 Personal services___. me : ili ti 37, 456, : 7 53, 600 
02 Travel a , 024, 527 , 5s 000 
03 Transportation of things ; ; om ' ; 000 
04 Communication services eS 3, 5, 000 
05 Rents and utility services 

06 Printing and reproduction 

07 Other contractual services , 965, 2, 995, tl, 000 

Services performed by other agencies 3 74, 

08 Supplies and materials 2, 323, 3, 623, ; 000 
09 Equipment_- ; ea ra ; ss ; bee 997, 3, 160, 800 
10 Lands and structures ..-_- eddies pa 2, 72, 
11 Grants, subsidies, and contributions _- ‘ : 16, 
13. Refunds, awards, and indemnities - - i : 25, 25, 
15 Taxes and assessments-. ‘ — siedhe ‘ ; ‘ 158 
Contingency funds... a waaeebe vi ‘ 1, 142, 


Subtotai ; ; ‘ ‘a ; 52, O48, 


Deduct charges for quarters and subsistence... .._..-- ~ 565, —565, 


Total direct obligations __- dl ae oie eee 51, 483, 


Obligations Payable Out of Reimbursements From Other Accounts 


01 Personal services_.. 

02 Travel 
Transportation of things 
Communication services 
Rents and utility services_. 
Printing and reproduction --- 
Other c mtractual services 

Services performed by other agencies_. 

Supplies and materials 
Equipment 
Lands and structures 


Taxes and assessments- 


Subtotal 
Deduct charges for quarters and subsistence 


Total obligations payable out of reimbursements from 
other accounts -__-__-.--- 7, 200, 000 


Total obligations... 
ALLOCATION TO THE DEPARTMENT OF THE INTERIOR 
Total number cf permanent positions 
Full-time equivalent of all other positions 


Average number of all employees 
Number of employees at end of year 


59135—55—-4 
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Obligations by objects—Continued 


Presently | Revised 
Object classification available, estimate, 
1955 1955 


ALLOCATION TO THE DEPARTMENT OF THE INTERIOR—CON. 


Average salaries and grades: 
General schedule grades: | 
Average salary - Ls eee o $4, 744 | $4, 744 
Average grade GS-7. 1 Gs-7.1 


| 
| 
| 


Personal services: | 
Permanent positions Atha danatieitihcnindis inieiccmiivns Gale staan oe $38, 012 $38, 012 
Positions other than permanent.-__.......--.--------- 254, 763 254, 763 
Regular pay in excess of 52-week base--.-.-.....--.---- 176 176 
Payment above basic rates_-_----- 24, 936 24, 936 |___ 


Total personal services 3 317, 887 317, 887 
02 Travel_._- ais 4, 566 | 4, 566 
03 Transports ition of things ae nee 2 583 583 
04 Communication services -..........-------- . “ 740 | 740 
05 Rents and utility services...............-.----- | 13, 233 13, 233 
06 Printiag and reproduction_.-_---_--- pera 2 50 50 
07 Other coatractual services - -------- een caine dace ne me 55, 052 | 55 052 
08 Supplies and materials__....--.------- ke aeeees 50 995 | 50 995 
09 Equipment i tain msn ----- 12, 399 12, 399 |___ 
15 Taxes and assessments is iu = - 4,205 4, 295 | 








Subtotal _- P wo------ 459 800 459 800 | 
Deduct charges for qu: urters and s aaa 20, 000 | 20.090 | 





SERINE os ares dace ee nccs ene ae 439, 800 | 439 800 | 


SUMMARY 
Summary of Personal Services 


Total number of permanent positions _-- - 6, 652 6, 652 
Full-time equivalent of all other positions 3, 320 3, 330 
Average number of all employees-_----.------ Det ee ea ee 9, 230 9 244 
Number of employees at end of year 13, 008 | 13, 058 


Average salaries and grades: | 
General schedule grades: 
Average salary $4, 813 $4, 813 
Average grade : GSs-6.8 GS-48 
Ungraded positions: Average salary_.._..--........------ $3, 758 | $3, 758 | 


Personal service obligations: 
I a encom awe! eR eae 28, 512, 973 
Positions other than permanent 8, 116, 937 8, 151, 337 
Regular pay in excess of 52-week base 109, 009 109, 009 
Payment above basic rates__-- -- 922, 759 922, 759 
Other payments for personal services 1, 803, 476 1, 803, 476 


Total personal services | 39, 445,954 | 39, 499, 554 
Direct Obligations 


Oe ian 5 ak ae oi Sik c sckccccccnnne aan . 774, 051 37, 827, 651 + 53, 800 
02 Trivel : caniel , 529, 093 1, 539, 093 +10. 000 
03 Transportation of things..............-----__-___. esas 489, 412 499, 412 +10 000 
04 Communication services 1 : 443, 844 445, 844 
05 Rents and utility services..................-- See Ae 479, 817 479, 817 
06 Printing and reproduction Sate navaeiea ee 222, 930 222, 930 
07 Other contractual services bSdebcl iat 2, 021. 043 3, 051, 043 +1, 030, 000 

Services performed by other agencies.___....__________- 74, 811 74, 811 |. 
08 Supplies and materials___- 2, 374, 773 3, 674, 773 ae 1, 300, 000 


09 Equipment a j = aig Sonatinas 3, 009, 513 3, 178, 313 +163, 800 
10 Lands and structures. - 172. 398 172, 398 


11 Grants, subsidies, and contributions. ian 16, 005 16. 005 
13 Refunds, awards, and indemnities 2a we cs *25, 994 25, 994 
15 Taxes and NE 5 ie eee owned wnwecen : 162. 116 162, 716 
Contingency fund te 1, 142, 200 1, 142, 200 











Subtotal _------ 49, 928, 000 52, 508. 000 
Deduct charges for qu: arters and subsistence 585, 000 585, 000 








Total direct obligations 49, 353, 000 51, 923, 000 +2. 570, 000 
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Obligations by objects—Continued 


Presently | Revised 
available, estimate, Difference 
1955 1955 


Object classification 


SUMMARY—continued 


Obligations Payable Out of Reimbursements From Other 
Accounts 

01 Personal services----.. ‘ S taecicied ss i ad toned , 671, 903 
02 Travel J saidetlais eAdtersiake ‘ 88, 104 
03 Transportation of things --- 7 ‘ 29, 705 
ee a oc ee cee es 23, OAT 
05 Rents and utility services 21, 016 
06 Printing and reproduction aa : 1, 587 
07 Other contractual services : at ines 289, 753 

Services performed by other agencies ; 9, 180 
08 Supplies and materials eis , 637, 310 
09 Equipment--_-_---- ia aioe 929 
10 Lands and structures be 540 
15 Taxes and assessments ; a sia ), 276 


Subtotal --_- ian apenbnesaeees ; , 200, 350 
Deduct charges for quarters and subsistence ; = 350 
Total obligations payable out of reimbursements from ; 
other accounts ; , 200, 000 7, 200, 


Total obligations 3, 553, 000 59, 123, 








Detail of personal services 








> 2 , rails Vi By ave 
Presently available | Rev ised estimate Difference 
1955 1955 


| Num- Total | Num- Total Num- Total 
ber salary ber Salary ber salary 


Departmental: 
. . . - 
Total permanent, departmental 246 $1, 487, 510 $1, 487, 510 
Deduct: 
13.7 85, 174 | 3. 85, 174 | 
Portion of salaries shown above paid 
from other accounts .| 2.8 | 13, 656 , 13, 656 
Add portion of salaries carried in other | 
position schedules paid from this ac- | 


7, 414 | a 7,414 


Net permanent, departmental (av- | | | 
erage number, net salary) ; 1, 396,094 | 230. 1, 396, 094 

Positions other than permanent: 

Temporary employment 

Intermittent employment.__..._....-- Eis mies 
Regular pay in excess of 52-week base 
Payment above basic rates: allowances 

for uniforms 








All personal services, departmental. 
Field: 














| | 
o = . | a * 


Total permanent, field 29, 977. 690 |6,406 | 29, 977, 690 | 
Deduct: | 


oe ccintid tas nanacnenediadee --| 286.3 1, 073, 154 | 286.3 | 1,073, 154 
Portion of salaries shown above paid | 
from other accounts..._........-..--| 529.3 2, 159,250 | 529.3 2, 159, 250 
Add portion of salaries carried in other | 
position schedules paid from this 
J 352, 393 93. 2 | 371, 593 


+19, 200 
Net permanent, field (average num- | 
ber, net salary)... ---- 5, 679.6 | 27,097,679 5,683.6 | 27, 116, 879 +19, 200 
Positions other than permanent: 
Temporary employment..------ sbacascs? GORD cahicaetal +34, 400 
Part-time employment 93. 068 a 93, 068 i . - 
Intermittent employment. cekewerrel CE dicoane 1, 410. 010 
Regular pay in excess of 52-week base 103, 610 |_-. 103, 610 
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Detail of personal services—Continued 


Presently available | Revised estimate 














1955 1955 Difference 
= 3 : 
Num- Total Num-| Total Num-| Total 
ber salary ber | salary ber salary 
Payment above basic rates | | 
Overtime and holiday pay $763, 798 es eh ree See ae 
Night-work differential J  } cal ae ee 
Additional pay for service abroad 92, 835 92, 835 |-.--..-- eae 
Allowances for uniforms ; 54, 850 il Bly OU tention s aol owemans = 
Other payments for personal services: 
Casual workers - -- ’ SWE fs ccunone 1 Ree ERE Anietabeschuceae beste 
Payments to other agencies for reim- | 
bursable details. - sat 3, 935 oa SEE on custcconcl andiehaaedinion 
All personal services, field 38, 023, 636 aaah 077, , | _ +858, 600 
01 Personal services___._- 39, 445, 954 39, 499, 554 “+53, 600 
Salaries and wages in the foregoing schedule 
are distributed as follows: 
Direct obligations 37, 774,051 |.....-..) 37,827, 051 |.......- +53, 600 
Obligations payable out of reimburse- | 
ments from other accounts ik iy eee | BOT, SOS bicnss< Pee ln 


Mr. Krrwan. We have a request for $ $2,570, 000 for salaries and 
expenses, Forest Service, control of forest pests, 1955. 

We will place in the record the pertinent material from House 
document No. 88 together with the justification. 

(The material referred to follows:) 


(House Doc. No. 88) 
FoREST SERVICE 
SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses,’ for control of forest pests, 
$2,570,000.”’ 

This proposed supplemental appropriation is necessary to control spruce bud- 
worms in Oregon, Idaho, Montana, and New Mexico, where surveys completed 
lest foll revealed a tremendous upsurge in budworm infestations. Unless control 
measures are applied in the spring o. early summer of 1955, there is every indication 
thet even greater insect populetions will be encountered next season. Deley in 
applying control measures will increase damage to and loss of valuable timber 
resources and also increase the cost of ultimate control. In addition, timber 
killed by budworms will increase the costs of forest fire protection. 

The value of the timber in the areas proposed for control activities in 1954 is 
estimated to be about $38 million. Additional funds will be required for 1956 for 
control activities in areas heaving a timber value of another $15 million. In 
accordance with previous practice the Federal Government will bear a portion of 
the cost of controlling infestations on State and private lands. 


(Justification Material) 
ForEsT SERVICE 
Salaries and expenses, Forest Service, control of forest pests, 1955 
Neen eee ee oa haa bith ce nom roncan weak mneiunine $2, 570, 000 
Appropriation to Ok | aeeieiies Meme $4, 937, 500 
Obligations to Jan. 31, 1955. o 2 $3, 324, 646 


Expenditures to Jan. 31, 1955 


= dia as a sci aes $3, 120, 077 
pet eaumate mets GsCRl Year. ecu uc... 22 sccccun us eeouwbs $4, 937, 500 
Employment: 


Average number current appropriation____.___------------- 773 
Average number involved this estimate__._,_-.--..--..------ 14 
Actual employment Jan. 31, 19055..........<................ 330 


dl 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The purpose of this estimate is to provide funds for control of spruce budworm 
in Oregon, Idaho, Montana, and New Mexico, where recently compiled fall 
surveys reveal a tremendous upsurge in this type of infestation. Unless control 
measures are applied in the spring or early summer of 1955, there is every indica- 
tion that even greater insect populations will be encountered next season. Any 
delay in applying control measures will greatly increase the damage to and loss 
of valuable timber resources and also increase the costs of ultimate control. 

The infestations involved were foreseen when the regular budget for 1955 was 
submitted. However, funds were not requested at that time because the spruce 
budworm ordinarily may take a number of vears after it develops light epidemic 
conditions before extensive tree killing occurs, and it was considered probable that 
natural control factors might develop. Such natural controls have not developed 
and instead the 1954 season has been exceptionally favorable to a greatly expanded 
budworm activity. The losses which have occurred in the 1954 season and which 
are imminent in 1955 now make it highly urgent to apply control measures on 
large areas in the four States mentioned above. The losses of merchantable 
timber already experienced do not fully point up the importance and urgency 
of these projects. It is the imminent heavy defoliation, repeated in some areas 
and intensified on areas previously classified as light to moderate, which results in 
heavy killing of timber. Such defoliation so weakens trees that they present 
very favorable conditions for bark beetle buildup, which usually follows, causing 
heavy mortality in addition to that caused directly by budworm. Significant 
budworm killing and deforming of young timber has also occurred, and more is 
threatened. Trees in the younger age classes are essential in managing the re- 
source for a continuous and steady supply of timber. 

Because of the unusually large size of these control projects and the existence 
of other major insect control projects the greatly expanded spruce budworm 
infestations cannot be financed from the balances remaining in the regular fiscal 
year 1955 appropriation under the Forest Pest Control Act. 


Justification for supplemental estimate of $2,570,000 


1. General situation relating to spruce budworm.—There is a sudden widespread 


and urgent need for a large budworm control program in fiscal year 1955. The 
early fall surveys just compiled show there has been a tremendous upsurge in 
spruce budworm activity in Oregon, Idaho, Montana, and New Mexico. About 
12.3 billion board feet of timber with a stumpage value of nearly $38 million are 
immediately threatened. In addition the loss of young timber, which is occurring 
and is imminent, represents a substantial value. This velue is not as readily 
evaluated, as that for larger trees which can be expressed in current market 
terms. Nevertheless, these trees are essential in assuring a continuous supply 
of timber. This increased activity is primarily an increase in the severity of 
infestation within areas reported in previous years to be lightly or moderately 
infested. 

The spruce budworm does not normally spread rapidly into new areas. As 
long as severe timber damage was not being experienced it has appeared advisable 
to avoid control expenditures with the hope that natural control factors would 
develop. Such natural controls have not developed and instead the 1954 season 
has now been found to have been exceptionally favorable to a greatly expanded 
budworm activity. The losses which have occurred in the 1954 season and 
which are imminent in 1955 now make it highly urgent to apply control measures 
on large areas in the four States mentioned above. 

The effectiveness of aerial spraying of DDT for budworm contro! has been 
thoroughly demonstrated. Efficient working methods have been developed so 
that costs are normally held to about $1.10 per acre. Variation in costs are due 
to availability of nearby airport facilities, elevation and roughness of terrain, 
westher, general flying conditions, size of project, interest in bidding by con- 
tractors (competition) ete. Control is only possible during the time when bud- 
worm larvae are feeding. This feeding period is in the lete spring or early summer. 
The exact time for treatment varies each vear with climatic conditions. The 
treating may start as early as mid-May ard may extend into mid-July. 

About 90 percent of the cost of budworm control is expended on contracts for 
insecticide, transportation of insecticide to ilying fields and on contract flying. 
Bids on these contracts must be awarded several months in advance of the start 
of spraying operations to secure maximum economy and efficiency. 

2. Oregon.—About 3.2 million acres of budworm infestation have been success- 
fully treated in Oregon and southeast Washington from 1949 through 1954. No 
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significant reinfestation of treated areas has occurred. There are now 601,000 
acres infested to an intensity where control in the spring of 1955 is urgently 
needed. The current infestations are on the Ochoco, Malheur, and Whitman 
National Forests in areas south of the areas treated in prior years; 481,000 acres 
of Federal lands and 120,000 acres of State and private lands are recommended 
for treatment. The State of Oregon has given assurance of full financial coopera- 
tion for the work on state and private lands. The State will pay the full cost of 
State lands and will share equally with private landowners 75 percent of the cost 
of treating private lands. Federal funds would be used to pay 25 percent of the 
cost on the private lands plus full costs on Federal lands. Total estimated project 
cost is $660,000, based on an average cost of $1.10 per care. Of this total, the 
estimated Federal cost is $560,000. 

Within the areas proposed to be treated are 2.5 billion board feet of timber. 
Slightly in excess of 2 billion are in Federal ownership. This threatened timber 
has an estimated stumpage value of $5 per thousand, or a total value of 
$12,500,000. 

3. Southwest Idaho.—For a number of years there have been extensive but 
moderately light budworm infestations on the Boise and Payette National Forests. 
Intensity of infestation, however, became sufficiently severe that if funds had 
been available treatment would have been undertaken in the spring of 1954. 
Intensity of infestation is now much more severe than last year. Control in the 
spring of 1955 is urgent for 628,000 acres, 98 percent of which is national forest 
land. Full financial cooperation from the other landowners is assured. Total 
cost of the project is estimated at $690,000. The estimated Federal cost is 
$675,000 based on an average cost of $1.10 per acre. 

Losses to date are estimated to be 100 million board-feet with an estimated 
value of $200,000. Timber immediately threatened is 514 billion board-feet with 
a value of $10,500,000. Ultimately threatened is 12% billion feet on 2.9 million 
acres with a value of $24,500,000. Loss of young timber and the immediate 
threat of bark beetle buildup in budworm weakened trees adds to the urgency 
of budworm control. 

1. Montana and north Idaho.—There have been extensive areas of spruce 
budworm infestation in Montana and north Idaho for many years. Although 
some tree killing developed, infestations were generally of light to moderate 
intensity. One area on the Helena National Forest developed in infestation 
severity to the point where 87,000 acres were treated in the 1953 season. Because 
of lack of funds the area requiring treatment was divided into approximately 
equal parts for a planned 2-year treatment program. Unfortunately other more 
pressing needs for available pest-control funds developed in 1954 and it was 
necessary to defer the work planned for the 1954 season. A significant reinfesta- 
tion of the area treated in 1953 has now occurred. 

Intensity of infestation has also built up to an unprecedented degree in prac- 
tically all the budworm epidemic areas in these two States. Centers of severe 
infestation are now established in such a wide pattern that control of virtually 
all epidemic infested areas as promptly as possible should be undertaken. 

Total area infested and in need of control is 1,996,000 acres. Lowest total 
cost and maximum saving of timber values would be obtained by treating this 
entire area in the spring of 1955. Because of the magnitude of this total job it 
is proposed that only about one-half of the area be treated in fiscal year 1955. 
A major unit along the Continental Divide containing 954,000 acres is recom- 
mended for treatment under this estimate. This will leave approximately 1 mil- 
lion acres which is an essential part of this budworm-control program for action 
in the spring of 1956. Estimated cost for treatment of the Continental Divide 
unit, including lands of all ownerships, is $1,050,000 or approximately $1.10 
per acre. 

Approximately half of the infested area recommended for treatment is in private 
or State ownership, much of it (78 percent) owned by small landowners. There is 
little possibilitv of obtaining adequate financial cooperation from these small 
landowners. These small timberland ownerships are, however, so intermixed with 
national forest lands that it is impossible in most areas to protect the Federal tim- 
ber without treating the lands in small ownerships. Nevertheless, the benefits of 
control on private lands indicate that State and private contribution to the extent 
of 50 percent of the cost of treating such lands should be assured before treating is 
done. It is not proposed, therefore, that control on any single entomological unit 
within the area proposed for treatment be initiated until contributions of 50 per- 
cent of the cost for treating State and private lands is assured. The following 
table outlines the proposed division of costs: 








Proposed financing 


Total esti- 
mated cost , State and pri- 
Federal 
vate 





National forest --.-- eabattelek dans 474, 000 $520, 000 $520, 000 
State and private - _-. 480, 000 530, 000 265, 000 $265, 000 


954, 000 1, 050, 000 785, 000 265, 000 


It is possible that cooperative financing cannot be secured on all of the 480,000 
acres of State and private land. If so, it is proposed that individual units within 
the area be treated which are considered entomologically sound for control work 
and on which the 50 percent contributed financing is assured. 

In the Continental Divide unit approximately 4 billion board-feet of Douglas 
fir timber is immediately threatened with an estimated value of $12 million. 
Total Douglas fir stand in Montana is approximately 14 billion feet and in north 
Idaho 10.3 billion feet. All of this timber is ultimately threatened. It has a 
stumpage value of roughly $73 million. 

5. New Merico.—Budworm infestations in New Mexico which have been of 
light to moderate intensity for the past several years have also increased signifi- 
-antly in severity in the 1954 season. The Douglas fir host type in the Southwest 
is limited to the higher mountain elevations. There are five epidemic areas where 
control is urgently needed in the spring of 1955. Each of these five areas is separ- 
ated from other host areas by extensive areas of lower slope pine forests and desert. 
Hence, each area is a distinct and separate entomological treating unit. These 
five areas are as follows: 

{cres 
Tierra Amarilla (Carson National Forest) __- fa 99, 760 
Pecos - ; ; ; a 7 s 97, 040 
Baca (Santa Fe National Forest) _- ai ei 166, 680 
Mount Taylor (Cibola National Forest) _- = 3, 840 
Sacramento (Lincoln National Forest) a5 si SB se Sie 71, 120 


Total 3 es hae ‘ 5 438, 440 


The above acreages are almost all national forest land but include a minor 
acreage in homesteads and other small private holdings surrounded by 
] 


+ € 
forest land 


s which must be treated to protect the adjacent national! for 
Little if any cooperation in financing control costs can be obtained from 
small owners. However, the amount involved is negligible. Control 
New Mexico ate estimated at $1.25 per acre and total $550,000. The estir 
costs are higher than for Idaho, Oregon, and Montana because of high ele 
rough terrain, lack of nearby airport facilities, and dispersal of projects 

Timber killed to date is estimated at 97 million board-feet with an estimated 
value at $5 per thousand or a total value of $485,000. Timber immediately 
threatened totals 512 million board-feet with an estimated value of $2,560,000. 
Timber ultimately threatened totals 3.5 billion board-feet with an estimated 
value of $17,500,000. Serious losses are already occurring from the killing and 
deforming of the vounger timber which is important in assuring a continuous 
supply of timber. 


S émmary of additior al nee ds for spr ice b id orm contr 


Estimated addi 

Area: tional needs 
Oregon. : eos Ps $560, 000 
Southwest Idaho_ -__- : ; 675, 000 
Montana and north Idaho : 785, 000 
New Memeo... ~.<sss ac. . 550, 000 


OE a ease ce , : , 2. 570. 000 


The attached table shows the distribution of pest control funds by individual 
projects for the fiscal vears 1954 and 1955, as proposed under this estimate 
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Schedule of estimated obligations, forest pest control projects 


Difference 
| (propose d for 
1955 supple- 
; mental) 


Presently Revised 
Project Actual, 1954 available | estimate 
1955 





Miscellaneous small projects: | 
National parks, California ‘aed ona 50, 4 $30, | $30, 000 
Southern California: Bark beetles_-_-_---.-- 49, 05 5, 45, 000 
Northern California: Bark beetles__-- 3, 500 | 30, 30, 000 
Colorado, Wyoming, and South Dakota: | 
Bark beetles _-- =} 4, 75 38, 38, 000 
Colorado—White River, Routt, and ‘Arapa- 
ho: Spruce beetles____-- | 30, 2 : 14, 000 
Idaho: Pine butterfly ; r 10, 000 
Michigan and Wisconsin: Spittle bugs-. 36, 5 31, 31, 000 
Mississippi: Southern pine beetles a 9, : 10, 000 
New Mexico—Mescalero Indian Reserva- | 
eh. 6 20, | , | , 000 
Oregon and Washington: 
Bark beetles. _......---- 39, | 27, ! , 500 | 
Budworm..- . i ieeweiee a aaadstentioaeaes 
Southern States: Turpentine beetle_-—------ 
Utah: Bark beetles (Dixie)................- 
Miscellaneous areas: 
Interior Department 
National forests -- -- 
Large scale projects: 
Colorado—Uncompahgre, San Juan: Spruce | 
bark beetles | 
Idaho, Montana: Spruce beetles-.-__- 
New large scale projects, fiscal years 1955 and 
1956 
Alabama, Mississippi, North Carolina, 
and Tennessee: Southern pine beetles_---|...-.------- 
New unfinanced projects: 
Southwest Idaho: Spruce budworm-.- a2 ss Fe 5, 675, 000 
Montana and northern Idaho: _—— bud- . 
wormM...... as 785, 785, 000 
New Mexico: Spruce budworm. SATE EEL AE : , 550, 550, 000 
Oregon: Spruce budworm_-.- as ; ae sa 560, 560, 000 
Reserved for unforeseen outbreaks_.--- | 


Subtotal control projects.-..-......------ 57, 500 | 537, 5 2, 570, 000 
Unobligated balance eis ai 


Detection and appraisal surveys-_-_----- 407, 21: a , 000 


Total available or estimate 2, 300, 2, 367, 500 | , 937, 5 , 570, 000 





1 Includes Interior Department needs of $20,000. 
Mr. Kirwan. Do you wish to make a statement? 


CONTROL OF SPRUCE BUDWORM EPIDEMICS 


Mr. Curr. Mr. Chairman, this supplemental request is to provide 
funds for the control of spruce budworms in Oregon, Idaho, Montana, 
and New Mexico, where the budworm epidemics are substantially 
increasing. There has been a tremendous upsurge in the budworm 
in these areas. 

We knew of the infestations earlier but did not include a request in 
the regular budget until the results of the fall surveys were available, 
to give us a good, up-to-date appraisal of just what we were faced 
with. 

These surveys show that unless control measures are applied in the 
spring and sarly summer of this year, there is apt to be a further 
increase in the insect populations, and any delay in applying control 
measures will increase the loss and damage to valuable timber stands. 

The timber which is threatened amounts to some 12 billion board 
feet, which is almost a third of the total lumber production in the 
United States for 1 year, and it has a value of some $38 million. 
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The budworm is a defoliator. It eats the needles and buds of the 
fir trees, Douglas fir, and spruce. The infestations with which we are 
dealing are mainly affecting Douglas fir stands and some of the true 
fir stands. 

This insect occurs in the forest normally and might go along for 
vears without getting my epidemic conditions or causing serious 
damage. In recent years the infestations have been getting out of 
hand and developing te epidemics and killing considerable timber. 
We have about 5 million acres in the western United States that are 
infested with budworm now and about 3,600,000 acres of this infesta- 
tion is so serious that we feel that control measures are urgently needed. 
We propose, this coming summer, to spray a total of 2,621,000 acres 
of this area that is severely infested. 

The control work is done by airplane spraying with DDT, and it 
has to be done at a time of the year when the caterpillars develop, 
which is usually in June and July, when they are out feeding on the 
twigs and needles of the trees. 

The cost of doing the job amounts to about $1.10 acre, and the 
methods which have been developed are very successful in bringing 
the epidemics under control. 

I have some samples here of the ‘‘animal’”’ we are talking about, 
which you might be interested in. Here is the budworm in various 
phases of its life history. Here is the way it works on the needles. 
And here is what the trees look like when they get working on them. 
Here is a picture of the control methods that we use. 

I would like to talk briefly about the problem in each one of these 
States, if you will permit me. 


OREGON 


The first one is in the State of Oregon. I hope you can see that map. 

This epidemic started some 10 years ago in western Oregon, in the 
very valuable stands of Douglas fir. Treating work was started about 
1949, and we have had successive treating programs in their almost 
every year since, cleaning up these areas as we go. The treated 
areas are shown on this map in stippled dots. We have already treated 
about 3.2 million acres between 1949 to 1954. The work has been 
very successful and there has been little or no reinfestation of treated 
areas. 

The infestation is intensified in the areas shown in heavy cross- 
hatching, and there are some 601,000 acres to be treated this year, 
in and adjacent to 3 national forests. 

Now, there are some 119,000 acres of private and State lands 
involved. We have already got commitments from the States and 
private owners there that they will bear their share of the costs. The 
State will bear all of the expenses on the State lands and 50 percent 
of the cost on the private lands, and the private owners put up 25 
percent of the cost on the private lands. The Federal funds needed 
in this project will amount to $560,000 while State and private contri- 
butions will amount to $100,000. The Forest Pest Control Committee 
in Oregon, which is comprised of industrial foresters, State foresters, 
and the Federal foresters, has recommended strongly that this program 
go ahead. 





IDAHO 


The next one is in southwestern Idaho, in the Boise and Payette 
national forests shown on this map. There are about a million acres 
infested there, and we propose to treat 628,000 which is infested 
heavily enough, to justify treatment. Those areas are shown in the 
heavy crosshatching on the map. 

The timber involved amounts to 5% billion feet, and that is worth 
$10% million. 

There is a very small amount of private land, about 2 percent of the 
infested area, and we have assurance of private cooperation on that, 
project. The requirements for treating this area are $675,000. 


MONTANA AND NORTH IDAHO 


We have a more difficult and more complicated problem in Montana 
and north Idaho, where there are about 2 million acres infested. 
Missoula is located here on the map, and Butte is here, and Bozeman 
is down in this area, and this is the north Idaho panhandle. There is 
about 2 million acres infested in this region, practically all of which is 
serious enough to justify treatment. 

That is just too big a job to undertake in 1 year, so we propose to 
spread the control work over a 2-year program. We recommend 
treatment of 954,000 acres the first year. 

Now, we would like to start treatment in what we call the Conti- 
nental Divide unit. But there are some difficulties involved. About 
half of the land covered by this epidemic is privately owned land. 
Seventy-eight percent of that is owned by small land owners. The 
budget request was approved in the Department, and the Budget 
Bureau, with the understanding that 50 percent of the cost of treating 
the intermingled private lands would be borne by State and private 
agencies. It is quite difficult to get some of the small private land 
owners, who are mainly interested in grazing livestock on their lands, 
to make these contributions. We are not giving up, however, and we 
think that we can get enough cooperation, and we can find enough 
infested area that is predominately Federal, so that we can segregate 
logical control units and use the full amount of money requested this 
year. 

The estimated Federal share of this control program for the first 
year is $785,000. 

There is 4 billion feet of timber in this Continental Divide unit, 
which we are planning on controlling first, and it is valued at about 
$12 million. The egg counts this last fall and the studies made during 
the surveys show that the epidemic is on the upswing, and further 
increase in infestation can be anticipated next year if treatment is 
not applied this spring. 

NEW MEXICO 


The fourth problem area is in New Mexico, in the high mountain 
watersheds, mainly in northern New Mexico, in the Santa Fe and 
Carson National Forests. There are areas of infestation in the 
Lincoln National Forest in south central New Mexico and a small 
area on Mount Taylor in the Cibola National Forest. 

We are recommending treatment of 438,000 acres, which is prac- 
tically 100 percent national forest. It will require $550,000 to treat 
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this area. Ninety-seven million feet of timber has already been 
killed in these epidemic areas, and it is valued at about $5 per thou- 
sand. The value of the killed timber has already amounted to about 
a half a million dollars. There is a half a billion feet of timber threat- 
ened in these areas valued at $2% million. 

That is the background of this supplemental request. The budget. 
for the fiscal year 1956, which we have been considering, does not 
include any estimates for cleanup work or continuation of the work 
on these projects for fiscal year 1956. 

The Budget Bureau has our recommendations in their hands and 
under consideration. When they submitted the public document 
asking for the supplemental, they called attention to the fact that 
additional funds would be required for 1956 for continuation of con- 
trol of the budworm and for expansion of the southern pine beetle 
control work in Alabama, North Carolina, and Tennessee. It is 
anticipated that they will take some action on those additional needs 
some time soon. 

I think that is all, Mr. Chairman. 


EFFECT OF COLD WEATHER ON SPRUCE BUDWORM 


Mr. Kirwan. Do you think the severely cold weather you are 
having out there will have any effect on these pests? 

Mr. Curr. The spruce budworm is not subject to winter kill in 
the same manner that some of the bark beetles are. Bark beetles 
are susceptible to extremely low temperature, and as I remember, if 
you get sustained temperatures colder than 30° below zero, for several 
days, it will kill bark beetles. That has been helpful in bringing 


some of our bark beetle epidemics under control. 

But so far as we have been able to determine, freezing weather does 
not affect the budworms. They go into the winter as eggs or small 
overwintering larvae. They get on the bark and under the crevices. 
They are very resistant to freezing temperatures, and so far as we 
know, it does not affect them adversely or beneficially, whichever 
way you are looking at it. 


COOPERATION FROM PRIVATE LAND OWNERS 


Mr. Kirwan. Do you have the same amount of trouble here that 
you had in the case of the other two, in not being able to get 100 
percent cooperation from the people concerned? 

Mr. Curr. We have cooperation assured in some of the areas I 
talked about, but we will have trouble getting the cooperation we feel 
should be forthcoming in the Montana area particularly. We had a 
control program year before last in Montana and sprayed about 
87,000 acres. We sprayed only the most heavily infested spots, and 
we got financial contributions from the landowners. But we are 
finding now that that “hot spotting” type of an approach didn’t work. 
We are getting reinfestation of those spots we treated; which has dis- 
couraged the private cooperators and led us to the conclusion that we 
should clean up complete units at a time and not leave them open to 
reinfestation from the surrounding untreated areas. 

So in the Montana situation, we feel that the soundest approach is 
to treat complete areas, which might include considerable private 
land, some BLM lands as well, and clean up units as we go. The 
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policy which has been adopted, of requiring at least 50 percent con- 
tributions from the State and private owners, may pose a real problem 
for us. But, nevertheless, we have such a vast area infested that we 
ean find, I am sure, areas where we can either get the cooperation or 
where the ownership is predominantly Federal, where we can justify 
the use of the full requested amount for that project. We will go as 
far in that direction as we can. 

Mr. Kirwan. Do the large timber owners always cooperate with 
you? 

Mr. Curr. We have had very good cooperation from the large 
timber landowners, yes. 

Mr. Krrwan. The person that does not cooperate is one that is 
probably homesteading or trying to make ends meet. It is not that 
he is arrogant, or anything like that. It is just simply that the going 
is tough. 

Mr. Curr. That is correct. And they are not in the timber busi- 
ness. Some of these folks own that land mainly because it has 
grazing values. There are intermingled open areas, owned by live- 
stock ranchers, and they do not fully appreciate the long-term value 
of their timber. It is quite a problem. 

Mr. Magnuson. Who bears the expense of trying to collect from 
these small-land owners, and how great is that expense? 

Mr. Curr. That has been a cooperative enterprise between the 
State forester and the Forest Service. We work very closely with the 
State forest departments, and in most of these States we have what we 
call forest pest action control committees. They are committees 
representing the forest landowners, the Federal land agencies, and the 
State, and they make studies of the needs in these various areas, and 
they cooperate very well in trying to line up the cooperation and in 
helping plan the program. 

Mr. Kirwan. There is no great collection expense to the Forest 
Service, then? 

Mr. Curr. Well, to date there has not been. I do not anticipate 
that the expense would be very large. It will be a more onerous 
task in an area like Montana, where we are dealing with a large 
number of landowners, than it would be in Oregon, where there are 
relatively large timber-land owners. 


TYPES OF PESTS ENCOUNTERED IN FOREST 


Mr. Fenton. I wonder whether or not you could insert a table in 
the record of the various types of pests that you encounter’ 

Mr. Curr. Yes, sir; we would be glad to do that. There are a 
large number of different insects and diseases that affect forests 
adversely, and it would be an extremely large list. But I think we can 
classify those by major groups and list for you the most troublesome 
ones, the ones that are causing the most damage. 

Mr. Fenton. That is fine. 

Mr. Curr. We will do that. 

(The material requested is as follows:) 
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ForEst INsEcts oF Major IMPORTANCE IN THE UNITED STATES 
Bark beetles (small insects which kill trees by tunneling in the inner bark): 


Douglas-fir beetle Fir engraver beetles 
Western pine beetle Jeffrey pine beetle 
Mountain pine beetle Black Hills beetle 
Engelmann spruce beetle Southwestern pine beetle 
Southern pine beetle Black turpentine beetle 
Silver fir beetles Sitka spruce beetle 

Pine engraver beetles Alaska spruce beetle 


Defoliators (insects which damage or kill trees by eating their needles and 
leaves): é 


Spruce budworm ‘ Pandora moth 
Black-headed budworm Gypsy moth 
Douglas-fir tussock moth Forest tent caterpillar 
Pine butterfly , Great Basin tent caterpillar 
Jack pine budworm New Mexico fir looper 
Larch sawfly Hemlock looper 
European spruce sawfly Elm leaf beetle 
Redheaded pine sawfly Fall cankerworm 
Loblolly pine sawfly Spring cankerworm 
European pine sawfly Walkingstick 
Lodgepole pine sawfly Lodgepole needleminer 
Fir sawfly Birch leaf skeletonizer 
Hemlock sawfly 
Twig and terminal insects (insects which damage trees by feeding on the 
buds, twigs, and terminals): 
White pine weevil Nantucket pine tip moth 
Sitka spruce weevil European pine shoot moth 
Wood borers (insects that kill or damage trees by boring into the wood 
Locust borer Hemlock borer 
California flatheaded borer Flatheaded fir borer 
Turpentine borer Poplar borer 
Bronze birch borer 
Root-feeding insects (insects which kill young trees by feeding on their roots 
Pales weevil White grubs 
Sucking insects (insects which damage and kill trees by sucking the sap from 
trees 
Spruce aphids Beech scale 
Red pine scale Pine tortoise scale 
Balsam woolly aphid Saratoga spittlebug 
Vectors of tree diseases (insects which transmit tree-killing diseases) : 
European elm bark beetle Elm leafhopper 
Native elm bark beetle 
Cone and seed insects (insects which destroy the seed of trees): 
Cone beetles Seed chalcids 
Cone moths Nut and acorn weevils 
Wood products insects (insects which destroy logs, lumber, and other wood 
products): 
Subterranean termites Ambrosia beetles 
Drywood termites Wood borers 
Powder-post beetles 
This list is a selection of the insects causing major damage to forests and forest 
products in the United States. In addition to the above list, there are several 
hundred species, many of which from time to time become epidemic and cause 
severe loss of sawtimber, second-growth and forest plantations. 
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CONTRIBUTIONS BY FEDERAL GOVERNMENT AND PRIVATE INTERESTS 


Mr. Fenton. Did I understand you to say that this was a coopera- 
tive program with the States and the private owners? 

Mr. Cuirr. Yes, sir. 

Mr. Fenton. Did you say that the Federal Government donates 
75 percent of the amount of money, and private ownership only 5? 

Mr. Cuirr. The amount of contribution has been varied. In the 
Oregon spruce budworm project, the contribution of the Federal 
Government has been 25 percent on the State and private lands and 
75 percent by the private owners and the States. 

In some other places, the Federal Government has contributed 
more than 25 percent. In Mississippi, for example, we had a very 
dangerous and destructive epidemic of bark beetles, and there the 
Federal Government put up 33% percent of the cost and the private 
landowners and the State financed the other two-thirds. 

We have had some problems in Montana and north Idaho, where 
the Federal Government in the past has put up as much as 50 percent 
on State and private lands. 

The year before last, I think, the language was considered, where it 
was proposed that the Federal Government generally be limited to 
33% percent contribution. 

Was that police: y adopted finally? 

Mr. Grant. That was the policy which the De ‘partment considered 
for general use. Language was not submitted in the budget to 
accomplish that purpose. But that is the policy which we were trying 
to adhere to. 

Mr. Fenron. What does the basic act say? 

Mr. Curr. The basic act does not establish any restrictions. 

The Forest Pest Control Act of 1947 authorizes the Secretary of 
Agriculture to cooperate with other Federal agencies and with the 
States and private forest landowners in making surveys of forest pest 
conditions, and in conducting control operations. It does not spell 
out how much the contribution shall be. It says: ‘‘under rules and 
regulations as the Secretary may prescribe” and leaves it up to the 
Department of Agriculture. 

In the case of this Montana situation we have been discussing, 
the Department felt we should get about 50 percent cooperation from 
the private landowners. 


Forest SERVICE UNIFORMS 


Mr. Kirwan. You are also requesting the following language in 
House Document 88: 


FOREST SERVICE 


Such appropriations are available for pay of employees entitled to uniforms 
or allowances under this Act. 

Does anyone want to comment on that? 

Mr. Grant. Mr. Chairman, that language would authorize the 
Forest Service to use its appropriations in the fiscal year 1955 for 
uniform allowances in accordance with the act of September 1, 1954. 
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That act authorizes Federal agencies that normally require the em- 
ployees to wear uniforms to reimburse those employees for the cost 
of the uniforms. 

It is anticipated that the Forest Service will continue, as it has for 
many years, to require its employees to wear uniforms, and that they 
will pay allowances averaging $45 per year for a total annual cost of 
about $250,000. 

That act of September 1, 1954, does not permit the payment of 
those allowances unless the appropriation makes provision therefor. 
The purpose of the proposed new language in House Document 88 is 
to authorize those payments in the current fiscal year. 


Mr. Maenuson. I presume that language is in the 1956 appropria- 
tion. 


Mr. Grant. Yes, it is also included in the 1956 budget. 


WEDNESDAY, FEBRUARY 23, 1955. 
DEPARTMENT OF THE INTERIOR 


BurEAv oF LAND MANAGEMENT 


WITNESSES 


EDWARD WOOZLEY, DIRECTOR 
WILLIAM G. GUERNSEY, ASSOCIATE DIRECTOR 


MANAGEMENT OF LANDS AND RESOURCES 


Amounts available for obligation 





Presently Revised Difference 
available estimate 


Appropriation or estimate $11, 913, 000 $12, 263, 000 +$350, 000 
Transferred to ‘Salaries and expenses, Office of the Solicitor, 
Interior,’’ pursuant to Public Law ea — 233, 100 — 233, 100 
Adjusted appropriation or estimate _ __----_-- 7 y 11, 679, 900 12, 029, 900 +350, 000 
Reimbursements from non-Federal sources--_-- ‘ 118, 400 118, 400 


Reimbursements from other accounts_-........------ avr? 37, 800 37, 800 


Total available for obligation. ~.-........................ 11, 836, 100 12, 186, 100 


Note.—Reimbursements from non-Federal sources above are from copying fees (64 Stat. 418), from the 


proceeds of sale of personal property (40 U. 8. C. 481 (c)), and from contributions for cadastral surveys 
(Interior Department Appropriation Act). 








| 
Presently | Revised . 
fe ifference 
available | estimate Difference 


Direct Obligations | 
Appropriated funds: 








1. Lease and disposal of land and mineral resources. ----- 2, 289, 900 tN 9 ee eee eee 
2. Management of grazing lands.-.-_.__.--- ee , 553, 000 aS DC 
3. eee : = Tait cao : 2, 613, 000 2, 613, 000 . 
4. Cadastral survey baieecabecun conn 1, 533, 000 | ey . |) eee as 
5. Soll and moisture conservation ; vie wea 1, 718, 000 Db FEO, cc eankinddns : 
6. Squaw Butte experiment station___....._._-_- : 38, 000 38, 000 |___- 
7. Fire suppression le eee Ee ae Rescues 210, 000 560, 000 +$350, 000 
8. Maintenance of physical facilities -- -- Reaek hac ora ciaaie 85, 000 UE Sanus dua g meee 
ene ET os sk Saiki ics wwewan | <ncamdntbesanelaiddue bist aud ekbucecinad 
10. Weed control i ciate 650, 000 SE Vion wc dancue hau 
11. General administration_...........--.-----_- Leeeh Gee 990, 000 | 990, 000 |...____- dixde 
Total obligations from appropriated funds____.___- 11, 679, 900. 12, 029, 900° a. 350, 000 
Reimbursements from non-Federal sources: 
1. Lease and disposal of land and mineral resources- - ---- 53, 900 | ko 1 eae 2 
2. Management of grazing lands._.................-. picks 406 MR Abie stir ii 
3. 7 ‘orestry ees aaa eee Se Ee nie 1, 750 B,C Naehieate saadticts 
4. Cadastral surveys Cs Pik bias alah aici : a 5, 844 GR icccccca 
5. Soll and moisture conservation_..........._-- ieleediente 500 | i 
11. General administration , et SS ee Pee 36, 000 MA Tc ciate sachbne 
12. Replacement of personal property ‘sold- hie aan 20, 000 20, 000 BES ates Saliba aim 
Total obligations payable out of reimbursements 


from non-Federal sources................-...-.-- 2 118, 400 Pe ee oot . 


Total direct obligations. ........-- a ae , i, 798, 300- 








Obligations Payable Out of Reimbursements From Other 
Accounts 


1. Lease and disposal of land and mineral resources. ------.---- 23, 450 Dictate 
2. Management of grazing lands... .......................6.s-. 6, 394 Gee |< oecuade seu 
&. CRN GWOT... occ ccc cedewace sha elec italy ONeilap Seediigsits ae 7, 956 fe ee ee 





Total obligations payable out of reimbursements from | 
I a ew tai 37, 800 | 37, 800 









Obligations incurred_...........-- Siutetatend ke cedmdiicin 11, 836, 100 | “12, 186, 100 | +350, 000 


Al 


D 
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Obligations by objects 


Presently 


Object classification enikans 
ALB DIC 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions_. 
Average number of all enployees 

Number of employees at end of year 


Personal service obligations: 
Permanent positions- 
Positions other than permanent--- 
in excess of 52-week base 
ve basic rates 


Total person il service oblig 


Direct OF ligations 


A ppropriate funds: 

01 Personal services._. 

02 Travel 5 
ansportation of things 
Inication services 
nd utility services_. 


03 Tr: 
04 Commi 
05 Rentsa 
ig and reproduction 
r contractual services 
; s performed by other agencies__- 
id materials_- 


r quarters and subsistence 


tions from appropriated funds 
non-Federal sources: 


g and reproduction 
ual services 
materials 


ons payable out of reimburseme 


Federal sources - _- 


e 


Revised 


tl ‘ 


£10. 000 


+180. 000 


+190, 000 


+190, 000 
+, AOO 

+- 500 

+ 500 

+1, 000 


+-85, 000 


+62, 000 
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Mr. Kirwan. We have a request for $350,000 for the Bureau of 
Land Management. The item is contained in House Document No. 
88. The prepared justifications will be inserted in the record at this 
point: 


Bureau or LAND MANAGEMENT 


Management of lands and resources 


Request for 4 months from Mar. 1, 1955_._.--.-.--------------- $350, 000 
I ao towns eee divi oan eas anna allio 11, 913, 000 
ee ne kwon knnueenewne = eaes em 7, 225, 651 
SOR, NN a ss ssi se i fin er a ew wren 5, 511, 056 
Buaen: ecumere pest Geeel year... .. .. eb cece dunn 13, 400, 000 
Employment: 

Average number, current appropriation_________..__-------- 1, 534 

Number involved this estimate, casual fire fighters only. 

Actual employment Dec. 31, 1954__...........-..-...------- 1, 450 


PURPOSE AND NNED FOR SUPPLEMENTAL FUNDS 


The purpose of this supplemental estimate is to reimburse the appropriation 
“Management of Lands and Resources”’ for the cost of fire suppression in excess 
of the amount provided therefor and to provide fire suppression funds for the 
remainder of fiscal year 1955. The estimate is itemized as follows: 





Cost of fire suppression to Dec. 31, 1954__-.__..-_------ 2k $471, 635 
ee Nes os, incies s cwarccecmalahdeath ii wneiine aees 210, 000 
ec a a er cic aniaiageaie Amaia 261, 635 
Estimated cost of fire suppression Jan. 1 to June 30, 1955__-.-__-_--_- 88, 365 
Nae ee i cat el ol aces 350, 000 


The cost of fire suppression for the last half of the fiscal year over the last 5 years 
has averaged $96,635. 


This estimate will provide funds for the spring fire season as follows: 





NE oe eS en oma once bee mm aay eae ee $210, 000 
I oS ee ek ci nn en ncce neat eae 350, 000 
I nO ae oes aaa nase 560, 000 
SURAORTIDUTOS 2900) 48, TNO. sie denccwus Su wacesussbcceseodacs 471, 635 
Amount to be made available for remainder of fiscal year__-__- 88, 365 


This supplemental estimate is for the purpose of reimbursing the Management 
of Lands and Resources appropriation for the cost of fire suppression on range 
and forest lands in excess of $210,000 appropriated for that purpose in fiscal year 
1955. There also is included in this estimate an amount for the anticipated cost 
of fire suppression in the last half of the fiscal year. Range and forest fires are 
unpredictable as to the number that will occur within any given period, the acre- 
age they may cover and the cost of suppression. For those reasons, it has been 
the practice to include a token amount in the regular appropriation to the Bureau- 
of Land Management for fire fighting and to meet the actual costs with a supple- 
mental appropriation. 

Fire fighting costs have been unusually high during the first half of the current 
fiscal year causing a serious drain on funds appropriated for other purposes, thus 
making a supplemental appropriation necessary if curtailment of other activities 
below the program approved for 1955 is to be avoided. The following tables 
show the cost of fire suppression during the past 5 years. 


195 
195 
195 
195. 
195 


Jul 


ye 


Fi 


Suppression 


Acresburned cost fiscal 
year 


Number of 


+ ws T 
Calendar year fires 


2, 185, 526 $355, 2 
344, 42 249, 5: 
168, 024 414, 47 
574, 000 376, 396 

1, 504, 000 438, 





S94, 423 366, 830 
347, 051 471, 635 


Cost of fire suppression for the last half of the fiscal year, during the past 5 
vears has been as follows: 
7 Last half of Last half of 
Fiscal vear: year Fiscal year—Continued year 
RE is tte ccneiumeste $58, 103 : $115, 721 
71, 336 scmisieitis 
49, 991 5-year averag 96, 635 
188, 026 
This estimate will provide funds for the spring fire season as follows: 
Ia aio <a: cinticis baad anaes WaeTR Kea Ken $210, 000 
This estimate 350, 000 


560, 000 
Expenditures Dec. 31, 1954 471, 635 


Amount to be made available for remainder of fiscal vear_____-_ 88, 365 


Mr. Kirwan. Do you have a statement to make, Mr. Woozley? 


GENERAL STATEMEET 


Mr. Wooztey. Yes, sir; a very brief one. 

The occurrence of range and forest fires is entirely unpredictable. 
It is impossible to tell where or when they will burn, how much acreage 
will be burned over or the damage that will be done. This has long 
been recognized by this committee, and it has been customary to 
provide a supplemental appropriation to cover the actual costs of fire 
suppression in excess of the token amount appropriated in the regular 
appropriation bill. 

For fiscal year 1955, this regular appropriation amounted to 
$210,000. Expenditures for fire suppression to December 31 amounted 
to approximately $470,000, or an excess of $260,000 over the amount 
appropriated. 

There is also the matter of providing for the cost of fire suppression 
for the remainder of the fiscal year. The 5-year average cost for this 
period is $96,600. However, in 1953 it was $188,000 and in 1954 
$115,000. This estimate in the amount of $350,000 will provide only 
$88,365 for the remainder of the fiscal year. As shown by the 
justification, there were 672 fires reported between July 1 and Decem- 
ber 31, 1954 which burned over 347,000 acres. Of this amount, 105 
fires and 143,000 acres were burned in Alaska. 

Funds appropriated by Congress for this purpose will be used for no 
other purpose, and if the actual cost of fire suppression for the last 
half of the fiscal year is less than the $88,365 estimated, the funds will 
be returned to the Treasury. 

Mr. Kirwan. Are these funds actually needed to carry on the 
balance of the fiscal year? 

Mr. Wooz.ey. Yes, sir; we have been taking money from other 
activities to carry on. 
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ORIGINAL ALLOTMENTS AND CHANGES DUE TO FIRE SUPPRESSION 


Mr. Kirwan. We will insert in the record a table showing changes 
in original activity allotments and changes due to increased fire- 
suppression needs. 

(Statement referred to follows:) 


Statement showing original activity allotments and changes due to fire suppression, 
Bureau of Land Management, ‘Management of lands and resources” 


Major activity 


Lease and disposal of mineral resources 
Land use and disposal. -- 
Management of grazing lands 

Forestry _- 

Cadastral survey 

Soil and moisture conservation 

Squaw Butte experiment station 

Fire suppression _- 

General administration 


| Activity al- 


lotments 


| Changes due | R 


to fire sup- 
pression 


GEOR 8 lenenconucsss 


1, 522, 543 
1, 553, 355 
2, 604, 840 
1, 495, 900 


+260, 


evised al- 
lotments 


$869, 610 
1, 472, 543 
1, 553, 355 
2, 554, 840 
1, 420, 900 
1, 658, 472 

38, 000 
470, 000 
909, 680 


‘ —35, 000 
Weed control. -__- 


11, 679, 900 














Mr. Kirwan. Do you have to have this money to carry on? 
Mr. Wooz.tey. Yes, sir. It is actually shown that $260,000 has 


actually been spent over and above the amount appropriated and 
has been taken from other needed resources. 
(Discussion off the record.) 
Mr. Kirwan. I think you do need this money. 


You come in 
this way every year. 

Mr. Wooz.ery. Yes. 

Mr. Krrwan. Cannot you tell when you start the year how much 
money you will need? 

Mr. Wooz.ey. No, sir. 

Mr. Fenton. To add to what you have said, Mr. Chairman, the 
Forest Service said they had some 10,000 fires during the year. Are 
your fires included in there correct? 

Mr. Wooztry. It is doubttul, although we may have some that 
would originate on public lands that might get on Forest Service land. 

Mr. Fenton. You do cooperate with each other? 

Mr. Wooziey. Yes, sir. I think the fires actully are counted at 
the source and it may spread to one of the other areas. I don’t 
think there is much overlapping, Doctor, in any of these and there 
certainly is cooperation. We work together whenever possible, al- 
though our fires in the main are widely separated from Forest Service. 

Mr. Fenton. I am sure that is right. How much money did you 
have for this fiscal year for fire suppression? 

Mr. Wooztey. $210,000. 

Mr. Frenron. You are asking for $350,000 more? 

Mr. Wooz.iry. Yes, sir. We have already spent an additional 
$260,000 above the $210,000 appropriated, and still do not have the 


funds to carry out the remainder of the fiscal year. 
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Of course, usually the months of January, February and March 
are pretty fire-free, but we do have fires in April, May, and June 
depending on the weather. 

Mr. Fenton. I am astounded at the number of acres that are 
burned each year. This isn’t necessarily forest land, much is grazing 
land. 

Mr. Wooziey. A good part of it; ves, sir. Although the fires in 
Alaska are the ones that run into the large acreage. You will notice 
105 fires, in the first half of the current fiscal year covered 143,000 
acres. For calendar year 1954 the acreages burned in Alaska was 
1,390,000. 

Mr. Krrwan. Thank you for your appearance. 

Mr. Wooz.tey. Thank you, gentlemen. 


NATIONAL PARK SERVICE 
JoNES Pornt BripGe 


WITNESSES 


CONRAD L. WIRTH, DIRECTOR 

HARRY T. THOMPSON, ASSOCIATE SUPERINTENDENT, NATIONAL 
CAPITAL PARKS 

HERBERT G. PIPES, BUDGET OFFICER 

HAROLD J. SPELMAN, DIVISION ENGINEER, BUREAU OF PUBLIC 
ROADS, DEPARTMENT OF COMMERCE 

EDWARD J. MARTIN, BUDGET OFFICER, BUREAU OF PUBLIC ROADS, 
DEPARTMENT OF COMMERCE 


Amounts available for obligation 





Estimated, 


| Actu al, 1954 1955 


Appropriation or estimate 5 i $675, 000 
Unobligated balance brought forward - - 


Total available for obligation _- a ce ate Sth eae lad clan 675. 000 
Unobligated balance carried forward - cad — 600, 000 


Obligations incurred are tnenian 75, 000 








Description 





Jones Point Bridge 
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Obligations by objects 





eee ae . Estimate, Estimate, 
Object classification Actual, 1954 | 1955 1956 


NATIONAL PARK SERVICE 
Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions..._..........-.----- | 
Average number of all employees 

Number of employees at end of year 








01 Personal services: 
Permanent positions $108, 650 
Positions other than permanent . |. 10, 930 
Regular pay in excess of 52-week base 420 


pn PN NU WOII oon ow kcicdacecunexwiesdenswomeed 120, 000 
Travel........ 3, 500 
I ONROIID IE CRI oo Sicacnecdindatncacencuenents 300 
SEINE NEN iris. naccmounpiid ccd eesmmainw ii 500 
Rents and utility services 700 
Printing and reproduction ‘cnaaes 4, 000 
CPEeer UTEP OUR! DOT VIOUS... oi nice cdiksecwccsenmncce 8, 000 
Supplies and materials_____- ‘ 5, 000 
Equipment 








Total obligations__- 


ALLOCATION TO RUREAU OF PURLIC ROADS, 
DEPARTMENT OF COMMERCE 


Other contractual services 





SUMMARY 


Summary of Personal Services 





Total number of permanent positions 
Full-time equivalent of all other positions__- 
Average number of all employees emo 
Number of employees at end of year- -- 








01 Personal services: | 
Permanent positions_...........------ a pitictkgthcdawe-1 $6, 276 | $108, 650 
Positions other than permanent : | 700 | 10, 930 
Regular pay in excess of 52-week base_ Lond, (HEIEES: ries 24 420 





Total personal services_. ; ani doar = , 000 | 120, 000 
Travel_- ae ities 600 | 3, 500 
Transportation of things____ ) ee a 50 200 
Communication services---- ie , eon i 200 | 500 
Rents and utility services__- | cw dsihpetee Gee 100 | 700 
Printing and reproduction -- = am 300 | 4, 000 
Other contractual services _ _--- s canhenaeael 35, 050 | 458, 000 
Supplies and materials ees ae socket ie sa 100 5, 000 
Equipment - seacaicah wes ° saci basa 600 | 8, 000 


Total obligations Se aI 5, 000 600, 000 





grades 





Estimate, Estimate, 
1955 1956 


| 
Actual, 1954 
| 

General schedule grades: 


Average salary ; a nance See $6, 898 $6, 817 
Average grade __. wail seat ‘ GS-11 GS-11.5 


| 
| 


Mr. Krrwan. The National Park Service is requesting in House 
Document No. 88, $675,000 for 16 months, from March 1, 1955, for 
the Jones Point Bridge. We will insert the justification data in the 
record at this point: 








i Gone 


Hhotooooooooo!i ooo 
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NATIONAL PARK SERVICE 
Jones Point Bridge 


tequest for 16 months from Mar. 1, 1955 $675, 000 
Appropriation to date None 
Obligations None 
Expenditures 5h None 
Budget estimate next fiscal year None 
Employment: 

Average number, current ener None 

Number involved this estimate 18 

Actual employment : None 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To provide funds for making preliminary arrangements to carry out the pur- 
poses of the act of August 30, 1954 (Public Law 704, 83d Cong.), said purposes 
being the construction, maintenance, and operation of a six-lane bridge over the 
Potomac River in the vicinity of Jones Point, Va. Funds have not been appro- 
priated and no funds are available for this purpose. It is necessary that pre- 
liminary arrangements be undertaken at an early date. 


JUSTIFICATION 


Public Law 704, 83d Congress (68 Stat. 963, 964), approved August 30, 1954, 
authorizes and directs the Secretary of the Interior to construct, maintain, and 
operate a six-lane bridge over the Potomac River from a point at or near Jones 
Point, Va.: across a certain portion of the District of Columbia to a point in 
Maryland, together with bridge approaches on property owned by the United 
States in the State of Virginia. 

This estimate, in the amount of $675,000, is being submitted as a supplemental 
for the 1955 fiscal year with the major portion being scheduled for obligation during 
the 1956 fiscal year. The small amount to be utilized in 1955 will provide for a 
preliminary layout and for a boring contract which must be accomplished prior 
to the preparation of construction plans, specifications, and estimates. The 
amount required during 1956 will provide for completion of the construction plans, 
specification, and estimates. No construction funds are included in this estimate, 
but such funds will be included in budget estimates for the 1957 fiscal year. 

The amount of the estimate and the manner in which it is proposed for obliga- 
gation have the concurrence of the Bureau of Public Roads. That Bureau will 
be responsible for performing the engineering phases of the plans, specifications, 
and estimates, while the National Park Service will accomplish the architectural 
and landscape architectural planning for the bridge and approaches, including 
overpasses. Landscape architectural considerations, particularly in connection 
with the approaches to the bridge connections to the George Washington Memo- 
rial Parkway interchanges and views from various adjacent streets, will require 
careful planning and close coordination with engineering plans to be developed 
by the Bureau of Public Roads. 


GENERAL STATEMENT 


Mr. Wirrtu. I have a very short statement, Mr. Chairman. 

Public Law 704, 83d Congress (68 Stat. 963, 964), approved August 
30, 1954, authorizes and directs the Secretary of the Interior to con- 
struct, maintain, and operate a six-lane bridge over the Potomac River 
from a point at or near Jones Point, Va., across a certain portion of 
the District of Columbia to a point in Maryland, together with bridge 
approaches on property owned by the United States in the State of 
Virginia. 

This estimate, in the amount of $675,000, is being submitted as a 
supplemental item for the 1955 fiscal year with the major portion 
being scheduled for obligation during the 1956 fiscal year. The small 
amount to be utilized in 1955 will provide for a preliminary layout 
and for a boring contract which must be accomplished prior to the 





preparation of construction plans, specifications, and estimates. The 
amount required during 1956 will provide for completion of the con- 
struction plans, specifications, and estimates. No construction funds 
are included in this estimate, but such funds will be included in the 
budget estimates for the 1957 fiscal year. 

The amount of the estimate and the manner in which it is proposed 
for obligation have the concurrence of the Bureau of Public Roads. 
That Bureau will be responsible for performing the engineering phases 
of the plans, specifications, and estimates, while the National Park 
Service will accomplish the architectural and landscape architectural 
planning for the bridge and approaches, including overpasses. Land- 
scape architectural considerations, particularly in connection with the 
approaches to the bridge connections to the George Washington Me- 
morial Parkway interchanges and views from various adjacent streets, 
will require careful planning and close coordination with engineering 
plans to be developed by the Bureau of Public Roads. 

That is our justification and all our engineering work on roads and 
bridges is handled for us by the Bureau of Public Roads. 

Mr. Spelman, of the Bureau of Public Roads, who is our direct con- 
tact with the BPR, is here in case there are any detailed questions. 
As to the plans and procedures on the engineering work involved. 

Mr. Kirwan. Is your request for preliminary work only? 

Mr. Wirt. Yes, sir. 

Mr. Kirwan. What are the attitudes of the States of Maryland and 
Virginia on their responsibilities for the approaches to the bridge? 

Mr. Wirrn. They want the bridge. We will have to work, and 
Bureau of Public Roads does work, closely with the States in working 
out the approaches because they will have to construct much of the 
approaches beyond the bridge, and also to maintain them. 

Mr. Kirwan. Will the funds you are requesting be enough for 
formulating plans and specifications for the entire project? 

Mr. SpetMan. We think it will be enough to draw plans and speci- 
fications for the bridge. 

Mr. Krrwan. Mr. Wirth, could funds appropriated for the Park 
Service under the Federal-Aid Highway Act authorization be used 
for preliminary work and plans and specifications under the terms of 
that act? 

Mr. Wrrru. No, sir. 

Mr. Krrwan. Do you think this will take care of everything? 

Mr. Wirrs. Until we come to you with the complete plans and 
specifications and estimate of the cost of the bridge. 

Mr. Fenton. Exactly where will the bridge be located? 

Mr. Wirrna. I can show you where this bridge would be, ves, sir. 
The bridge we are talking about, sir, is located at this point [indi- 
cating]. I am sorry I don’t have a better map. Here is the central 
area of Washington; here is Alexandria; and here is Shirley Highway 
[indicating]. This is the bypass that goes around Washington and 
this is the Jones Point Bridge which ties in and this road continues 
down around here [indicating]. 

Mr. Fenton. This is really a supplemental for 1955 and 1956. 

Mr. Wirru. For the fiscal year 1955. Part of it will be spent in 
1955, and part of it will be spent in 1956, and we are asking for this 
as a supplemental for 1955. 

Mr. Kirwan. We are glad to have you with us, gentlemen. 

Mr. Wirrn. Thank you very much. 
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CANAL ZONE 


OPERATING EXPENSES 


Mr. Preston. The committee will come to order. 
The first item for consideration this morning is the Department of 
Defense, Civil Functions, Canal Zone Government. 
The request is for operating expenses in the amount of an additional 
$338,000. 
HOME LEAVE TRAVEL OF EMPLOYEES 


At this point, we shall insert into the record that portion of page 14 


of House Document No. 88, relating to the Canal Zone Government. 
(The matter referred to follows:) 


DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 
‘“‘DEPARTMENT OF THE ARMY 
“CANAL ZONE GOVERNMENT 
“Operating Expenses 
‘For an additional amount for ‘Operating expenses’, $338,000.” 
This proposed supplemental appropriation is needed to provide funds for the 
home leave travel of employees under Public Law 737, approved August 31, 1954. 
Mr. Preston. We have with us this morning to speak to this item 


Mr. Merrill Whitman assistant to the Governor of the Canal Zone 
’ ’ 
and we will hear you at this time, sir. 


GENERAL STATEMENT 


Mr. Wuirman. Thank you, Mr. Chairman. 

My name is Merrill Whitman, and I am the assistant to the Gover- 
nor of the Canal Zone. 

I am appearing in support of this request for the supplemental 
appropriation of $338,000 for increased operating expenses for the 
Canal Zone Government, in order to defray the additional costs 
resulting from the Home Leave Travel Act ot August 31, 1954. 

Under that Act employees of the Canal Zone Government who are 
citizens of the United‘ States and who reside in the Canal Zone are 





entitled to travel at the expense of the Agency, with their families, to 
their homes in the United States for a vacation between tours of duty 
overseas. 

The employee must complete a 2-year period in the Canal Zone, and 
sign up for 2 more years in order to be eligible for these free travel 
benefits. 

The additional cost has been carefully computed on the basis of an 
actual survey of the leave plans of the employees during this year, and 
the estimated transportation and related costs. The amount of that 
cost if $338,000. 

The supplemental funds are required solely by reason of the recent 
statutory benefits. 

If the committee has any questions about this matter, I shall be 
glad to answer them to the best of my ability. 


EXTENT OF HOME-LEAVE TRAVEL 


Mr. Preston. Mr. Whitman, you might tell us something about 
the people involved in this request who will receive home leave, and 
tell us something about the per diem. We would like to know about 
all aspects concerning this. 

Mr. Wuirman. Mr. Chairman, we anticipate that during the third 
quarter 75 employees, with families averaging 2.1 persons in the family, 
will travel to the United States on vacation, and that in additional 
12 nurses without families will come to the United States. 

That will be a total of 87 employees who, by our calculation, will 
charge the Canal Zone Government $57,288 in the third quarter. 

In the fourth quarter we anticipate that 203 emplovees, with families 
averaging 3.4 persons per family, plus 171 nurses and teachers without 
families, will travel to the United States, or a total of 374 employees, 
at a cost of $306,852. That makes a total for the 2 quarters of 
$398,061 for transportation, per diem, and other expenses. 

Prior to the adoption of this act, the Panama Canal Company and 
the Panama Canal Zone afforded their employees a reduced rate on 
the Panama Line, which is a steamship line operated by the company. 

We had in the budget for this year an amount of $60,000 to reim- 
burse the Panama Line from the Canal Zone Government for this 
reduced rate travel. So, we have deducted that from the total cost 
estimated under this act, arriving at the total of $338,061, which is 
rounded off to $338,000. 

Mr. Preston. How did you arrive at the figure of 2.1 per family? 

Mr. Wuirman. That was made by an actual survey of the families 
who intend to travel in this third quarter, and involves the employees 
who can get away at that time during that period. The thing averages 
out at 2.1 dependents per family. 


CAA AVERAGE PER FAMILY 


Mr. Preston. Under the CAA request for supplemental appropria- 
tion, they compute their figure at 1.5 from Alaska, and it made me 
wonder how in the Panama Canal Zone you came up with a figure of 
2.1, as against the 1.5 CAA figure. 

Mr, WHITMAN. My only explanation for that, Mr. Chairman, would 
be a guess to the effect that we have larger families. 





PER DIEM ALLOWANCES 


Mr. Preston. What is the situation with regard to the per diem 
allowances? 

Mr. Wuirman. The per diem is adjusted to the period during which 
the travel occurs, because during the summer months when the school 
is in vacation, and these employees take their larger families to the 
States with them, they go by ship, which takes a longer time. 

Therefore, we have a slightly higher per diem cost in the summer 
months, and that is estimated at $79 from April to June, and $74 
from January to March. 

Mr. Preston. How much per diem do you pay the employees while 
they are on board ship? 

Mr. Wurman. $5 a day. 

Mr. Preston. Is that required under the statute? 

Mr. Wuirman. No, sir; we are under the standardized travel 
regulations, which allow the head of the agency to fix the per diem 
rates, up to a Maximum. 

Mr. Preston. How many employees will be involved in this matter 
for the balance of this fiscal vear? 

Mr. Wuitrman. 374 plus 87 or 461. 

Mr. Preston. What need is there for a per diem allowance on 
board ship? 

Mr. Wuitrman. The employees have certain expenses on board 
ship, Mr. Chairman, such as gratuities in the dining room for the 
dining room steward, the bedroom steward, and the people who are 
all there to look after them. It will run about that amount. I 
think the average is about $5 a day. 

Mr. Preston. How many days will be involved on board ship, 
one way? 

Mr. Wurman. Six. 

Mr. Preston. That will make a total of $30. You have it figured 
out at $79 in June. Is that for a round trip? 

Mr. Wuirman. That is for a round trip; yes, sir. You see, that 
is an average cost, and it also includes the families who go by air who 
will not have that larger per diem expense. 


METHOD OF COMPUTATION OF PER DIEM AVERAGE 


Mr. Preston. How did you arrive at the figure of $79 for a 5-day 
trip? 

A round trip would involve a total of only 10 days on board ship? 

Mr. Wuirman. Yes, sir. 

Mr. Preston. At the rate of $5 a day, that would amount to $50; 
would it not? 

Mr. Wuirman. Yes, sir. 

Mr. Preston. How do you justify the figure of $79? 

Mr. Wuirman. The $79 is an average figure which includes not 
only the people who are going to travel by ship, but the people who 
are going to travel by air, at a much lower rate, and it also includes 
the period of time spent between the point of arrival in the United 
States and their homes in the interior of the United States. 

Mr. Preston. That period of time, at the most, would not be more 
than 2 days, would it? 
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Mr. Wuirman. I should not think so. 

Mr. Preston. I still cannot figure how you arrived at $79, when 
some of them are going by air, “and will involve only a matter of 
hours, if the allowance is $5 per day. 

How did you arrive at that $79? Perhaps that will get the answer? 

Mr. Wuirman. All I can tell you, Mr. Chairman, is that that was 
an average cost based upon the length of travel. 

Mr. Preston. If you use the figure of $5 per day, and there are 
10 days involved, you arrive at $50. Where does the other $29 
come in, other than, maybe, the cost of the 2 days’ travel in the 
continental United States? 

Mr. Wuirman. Well, Mr. Chairman, that is:the round trip figure— 
the $79 

Mr. Preston. Yes; but the rate is 5 days on board ship, one way, 
and 5 days going back, for a total of 10, and 10 times 5 is $50. Now, 
we have $29 left, and I am trying to find out what that $29 is for. 

Mr. Wuitman. That is for the per diem on travel within the 
United States. 

Mr. Preston. How much is the per diem allowance per day within 
the United States? 

Mr. Wuirman. The general cmount, Mr. Chairman, is $9 a day. 

Mr. Preston. Well, is that the amount which you are going to 
pay while they are traveling within the United States? 

Mr. Wuirman. I believe that is true, sir, subject to verification. 
I do not have that figure in the information which was furnished to 
me. 

Mr. Preston. When you come up here and ask for $338,000, you 
should have all of the figures. 


NUMBER OF EMPLOYEES IN CANAL ZONE 


Mr. Tuomas. What is the total employment in the Panama Canal 
Zone Government of only citizens of the United States? 

Mr. Wurman. Of both the Company and the Government, or 
just the Canal Zone Government? 

Mr. Tuomas. Just the Government. 

Mr. Wurman. 2,286. 

Mr. Tuomas. This request covers only employees of the Govern- 
ment; does it not? 

Mr. Wuirman. Yes, sir; that is correct. 

Mr. Tuomas. And how many is that? 

Mr. Wurman. 2,286. 


FRINGE BENEFITS ACT 


Mr. Tuomas. Do you have a copy of the Fringe Benefits Act 
dealing with travel? 

Mr. Wurman. Yes, sir. 

Mr. Tuomas. Will you please read into the record that portion of 
the act? 

Mr. Wuirman. Section 7 of the Administrative Expenses Act of 
1946, as amended, is as follows: 


That section 7 of the Administrative Expenses Act of 1946 (60 Stat. 806; 5 
U. S. C. 73b—3), as amended, is further amended by changing the period at the 
end of the first sentence to a colon and adding the following: 
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“Provided further, That expenses of round trip travel of employee and trans- 
portation of immediate family but excluding household effects, from their posts 
of duty outside the continental United States to the places of actual residence at 
time of appointment or transfer to such overseas posts of duty, shall be allowed 
in the case of persons who have satisfactorily completed an agreed period of service 
overseas and are returning to their actual place of residence for the purpose of 
taking leave prior to serving another tour of duty at the same or some other 
overseas post, under a new Ww ritten acvreement entered into before departing from 
the overseas post: Provided further, That expenses of transportation of the imme- 
diate family and shipment of household effects of any employee from the post of 
duty of such employee outside continental United States to place of actual resi- 
dence shall be allowed, not in excess of one time, prior to the return of such 
employee to the United States, including its Territories and possessions, when the 
employee has acquired eligibility for such transportation or when the public 
interest requires the return of the immediate family for compelling personal 
reasons of a humanitarian or compassionate nature, such as may involve physical 
or mental health, death of any member of the immediate family, or obligatian 
imposed by authority or circumstances over which the individual has no control: 
And provided further, That when an employee returns his immediate family and 
household goods to the United States, including its Territories and possessions, at 
his own expense prior to his return and for other than reasons of py interest, 
the Government shall reimburse him for proper transportation expenses at such 
time as he acquires eligibility therefor.’ 


Mr. Tuomas. There is nothing in the act which makes it manda- 
tory, then, that the employee accept this benefit; is there? 

This is a biennium proposition; is it not? 

Mr. Wuitman. That is correct. 

Mr. Tuomas. This “gratuity” is a biennium proposition; is it not? 

Mr. Wuirman. That is correct. 

Mr. Tuaomas. Did you use the figure of 2,286? 

Mr. Wuirman. Yes, sir, but I would like to correct that, Mr. 
Thomas. 


NUMBER OF EMPLOYEES ENTITLED TO HOME LEAVE 


Mr. Tuomas. Each one of them is entitled to this travel gratuity, 
under the law, is he not? 

Mr. Wurrman. Yes, sir; upon completion of his tour of duty. 

Mr. Tuomas. He is entitled to this gratuity at the end of his 2-year 
period of duty? ; 

Mr. Wuirman. Yes, sir. 

Mr. Tuomas. For how many are you making allowance here in this 
$338,000? 

Mr. Wuitman. It is 374, plus 87 

Mr. Tuomas. In other words, it would be about 460 in round 
figures, at a cost of $338,000. 

This law was passed only last August. What do you think it will 
cost you on a full annual basis in the future? 

Mr. Wurman. Approximately $500,000 a year. 

Mr. Tuomas. It will cost approximately‘a half million a year. 

I note in your justifications that some of these employees have not 
returned to the States for 10 years; is that correct? 

Mr. Wuitman. That is correct. 

Mr. Tuomas. What percentage of them come back every 2 years, 
or every 3 years, or every year? ’ ' 

Mr. Wuirman. Close to 40 percent, or 45 percent; something like 
that, sir. 

Mr. Tuomas. The other 55 or 60 percent stay down there? 

Mr. Wuitman. Yes, sir. 
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OTHER BENEFITS GIVEN CANAL ZONE PERSONNEL 


Mr. Tuomas. Do they receive the differential in overseas pay? 

Mr. WuirMaNn. Yes, sir. 

Mr. THomas. Everyone does? 

Mr. Wuirman. Yes, sir. 

Mr. THomas. What is that differential? 

i Mr. Wuirman. It is 25 percent above the rates paid in the United 
tates. 

Mr. Tuomas. What else do they receive, besides the 25 percent 
differential in pay? 

Do they receive education for their children? 

Mr. WuitMan. Yes, sir. 

Mr. Tuomas. What is the cost involved for the education of their 
children? 

Mr. Wuirman. Per family? 

Mr. Tuomas. Yes, sir. What I am getting at is that everyone is 
going to want to serve overseas; that has been the nicest duty here- 
tofore. However, what is the cost involved for the education of the 
children? 

Mr. Wuirman. Our average pupil cost, sir, is somewhere around 
$260 a year. 

Mr. Tuomas. Your people receive free medical treatment on top of 
that; do they not? 

Mr. WuitMan. It is not free, but we get it at the reduced rates. 

Mr. Tuomas. What is the arrangement whereby you receive medical 
treatment at a reduced rate? 

Mr. Wuitman. That comes under the original Executive order, 
prescribing conditions of employment for the employees in the Canal 
Zone. 

Mr. Tuomas. Well, you receive hospitalization and medical treat- 
ment. What does the hospitalization cost come to? 

Mr. Wuitman. About $5 per day in the hospital. 

Mr. Tuomas. Does that include doctors’ fees and medicine? 

Mr. WuitTMAN. Yes, sir; but not surgery. 

Mr. Tuomas. What is the situation in regard to the rent, or the 
subsidy on rent? 

Mr. Wuirman. The rent, sir, at the present time, is such that we 
do not have a subsidy. We are operating under Bureau of the 
Budget circular A-45, in which we recover all costs of housing, plus 
interest and depreciation. 

Mr. Tuomas. It is Government housing, then? 

Mr. Wuirman. Yes, sir; entirely. 

Mr. Tuomas. What is the rent, for example, on a two-bedroom 
house—the monthly rent? 

Mr. Wuitman. It is from $50 to $75 a month. 

Mr. Tuomas. What about your heat, lights, and water? Are those 
services included in that figure? 

Mr. Wuirman. Heat, of course, is not an element. 

Mr. Tuomas. In other words, are all the utility costs included in 
the figure which you gave me previously? 

Mr. WuitTman. No, sir; the lights and water are separate costs. 
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MANDATORY TO TRAVEL IN ORDER TO COLLECT 


Mr. Tuomas. Is there anything in the act, or have you conceived 
anything in the act whereby it will permit you to make a regulation 
to the effect that if this particular family, which has not seen fit to 
return to the United States on an annual or biannual basis in the 
past, and if it does not want to come now, rather than lose $1,000 or 
$1,200 which it would normally receive under this law, whereby 
through regulation, or otherwise, you can say to the employee “If 
you do not want to go home, but you want to stay here, you will also 
receive a certain reduced benefit,’ or is it mandatory that he travel 
before he can receive anything? 

Mr. Wuirman. It is mandatory that he travel before he receives 
anything. 

Mr. Tuomas. Then, there is a bait hanging out there; if you travel, 
you will receive this benefit, and if you stay at home you do not 
receive it. 

Mr. Wurman. Yes, sir. 

Mr. Tuomas. You feel that on a full annual basis, instead of this 
costing $338,000, it is going to cost half a million? 

Mr. Wuirman. Yes, sir. 

Mr. Tuomas. That is all, Mr. Chairman. 

Mr. Preston. Mr. Clevenger? 

Mr. CLeveNGER. I have no questions, Mr. Chairman. 

Mr. Preston. Mr. Bow? 


NUMBER OF CANAL ZONE EMPLOYEES 


Mr. Bow. Mr. Whitman, I am a little confused in regard to your 
figure of the total number of employees which was given in your answer 
to the questions by the gentleman from Texas. 

In the justifications is reference to approximately 1,224 United 
States citizens, and you have given us the figure of something over 
2,000. 

Mr. Wuirman. I begged the gentleman’s pardon, and I started to 
correct that, when we got off into something else here. That total 
figure is 2,286, but the United States portion is only 1,165. 

Mr. Bow. Let us get that straight. 

Mr. Chairman, did you notice that change in that figure? 

In reply to your question as to how many there were involved, he 
said something over 2,000. 

Mr. Tuomas. He said 2,286, I believe. 

Mr. Bow. The justifications show 1,224, and I am trying to justify 
the difference. 

Mr. Wuirman. Mr. Bow, I wanted to correct that, and I started 
to a while ago, when we got on another subject. 

The figure of 2,286 is the total employment of the Canal Zone, 
which in«ludes aliens as well as United States citizens. 

Mr. Bow. In other words, approximately 1,200 would be entitled 
under this act to receive these benefits, instead of 2,286? 

Mr. Wurman. Yes, sir. 





METHOD OF COMPUTATION, PER DIEM ALLOWANCE 


Mr. Bow. In arriving at this request, you figured the round trips 
by air travel, and also transportation by ship. Your transportation 
by ship seems to be high. Did you figure it based on the regular 
commercial line, or the Panama Line? 

Mr. Wuirman. We used the regular commercial line figure. 

Mr. Bow. If they traveled by the Panama Line, whic h we operate 
by subsidy, that would reduce that figure considerably; would it not? 

Mr. Wurrman. No, sir; that is the Panama Line charge. The 
Panama Line charges the regular tariff rate which is the same, sub- 
stantially, as the commercial rate between New York and the Canal 
Zone. 

Mr. Bow. What is the rate for an employee traveling on the Panama 
Line? 

Mr. Warrman. If they travel not under this legislation, but under 
our old system of reduced rates; is that your question? 

Mr. Bow. Yes, sir. 

Mr. Wurrman. That would amount to about $50, one way. 

Mr. Bow. So, that would be $100. What is the regular commercial 
rate? 

Mr. Wuirman. It is about $300. 

Mr. Bow. Why could he not travel under this on the reduced rate 
on the Panama Line? 

Mr. Wuirman. Well, that would mean that the cost of the trans- 
portation, then, would be borne by the Panama Line rather than the 
Canal Zone Government. We thought that the intent of this act 
was that the Canal Zone Government should bear the cost—the full 
cost—of this travel. We cannot require the employee to use the 
Panama Line, incidentally. If there is another line which is going 
where his destination is, he takes it, rather than our line. 

Mr. Bow. There is, generally, space available on the Panama Line; 
is there not? 

Mr. Wuirman. Yes, sir. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Preston. Mr. Horan? 

Mr. Horan. No questions. 

Mr. Preston. Mr. Miller? 

Mr. Mitier. Do I understand that these expenses are reimbursed 
by the operating fund of the Canal Zone? 

Mr. Wuirman. That is correct, sir; of the Panama Canal Company. 

Mr. Miturr. Are they carried as a charge? 

The reason I ask that, and I should remember, because I was on 
the Thompson subcommittee which reviewed these matters, is to 
learn if this charge is included as operating expenses? 

Mr. Wuirman. Yes, sir; the entire net cost is charged to the 
Canal Zone Government, whatever it is. That is, the gross appro- 
priation, less revenues, is paid into the Treasury by the Panama 
Canal Company, and that would include these costs. 

Mr. Miuuier. As you know, there was always a great deal of argu- 
ment about what the charges for shipping going through the canal 
should be, and whether it should be charged to national defense, or 
a portion of it, and what should be charged to operating costs. 





I am curious to know if this amount were allowed at the going rates, 
for instance, rather than at the reduced rate for this travel, would it 
be reflected in the income of the Panama Canal Company, and would 
the Treasury be reimbursed; and, if it ran to a larger amount, would 
the rates remain as they are and the Treasury absorb the loss due to 
added costs. 

Mr. Wuirman. I am sorry, but I am not sure that I follow your 
question. 

Mr. Mituer. The revenues derived by the Panama Canal Company 
come from tariffs charged on ships going through the canal. 

Mr. Wuirman. Yes, sir. 

Mr. Miuusr. They have a set rate per ton, or an official schedule 
of rates? 

Mr. Wuirman. Yes, sir. 

Mr. Miuuer. As I understand it, these expenses are charged as part 
of the operating expenses? 

Mr. Wuirman. That is correct. 

Mr. Miuuer. But, conceivably, if the expenses went up pretty high, 
it would require an increase in rates, but could that be done without 
special legislation? 

Mr. Wuirman. It can be done without legislation, although we 
have to have a 6-month notice, a hearing, and approval by the Presi- 
dent. 

Mr. Miuuer. So, you might have a situation where expenses of this 
sort, not theoretically reimbursible, might run so high that the 
revenue would not offset it, and then the operation would not be self- 
supporting? 

Mr. Wuirman. Conceivably, that could happen; yes, sir. 

Mr. Miuurr. That is all, Mr. Chairman. 

Mr. Preston. Let us see if we understand this situation. 

How did you arrive at your travel figure; based on the cost of 
going on the Panama Line, or by other methods of transportation? 

Mr. WuirmMan. That was a weighted figure which took into con- 
sideration the commercial rates by steamship and by airplane. 

Mr. Preston. You did not consider the Panama Line in arriving 
at these figures? 

Mr. Wuirman. Not the reduced rate of that line; no, sir. 

Mr. Preston. What percentage of them will use the Panama Line? 

Mr. Wuirman. I do not have the answer to that, sir. 

Mr. Preston. Of course, I realize that it would be a guess. 

Mr. Wuirman. If I were to guess, I would say 50 percent of them 
will use the Panama Line—50 percent of those traveling. 

Mr. Preston. In that case, you are asking for too much money; 
are you not? What is the answer to that question? 

Mr. WuaitMan. You mean we are asking for too much, if we carried 
them at the reduced employee rate? 

Mr. Preston. If 50 percent of them go by Panama Line, is my 
question. 

Mr. Wuirman. Of course, that is less than cost. We only have 
that reduced rate, Mr. Chairman, when they are traveling at their 
own expense. That is their contribution to their travel. It was a 
situation in which the Government subsidized the travel of these 
employees to the United States by paying the difference between the 
amount that the employees paid in at $50, and the actual cost. 
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Mr. Preston. Let us assume that 50 percent of them do use the 
Panama Line. They will be free to use it; will they not? 

Mr. Wuirman. Yes, sir. 

Mr. Preston. You would still pay their actual expenses, plus per 
diem? 

Mr. Wurman. Yes, sir. 

Mr. Preston. If 50 percent of them use the Panama Line, you will 
not require $338,000; will you? 

Mr. Tuomas. No; they will not. 

Mr. Preston. That is not a difficult question, is it, Mr. Whitman? 

That should not stop you one bit. 

What is the answer to it? 

Mr. WuitTMan. It does stop me, though, for this reason: 

It was our view that we had to charge the Canal Zone Government, 
not the reduced rate of the Panama Line, but the actual tariff rates 
for carrying these passengers just the same as if they went on United 
Fruit, or something else. 

Mr. Preston. Well, you may have assumed that. 

Mr. Wuirman. If your question, sir, is to the effect: Would their 
actual cost of transporting these employees be less than the full tariff 
rate? I think the answer is ‘“Yes’’. 

Mr. Preston. Of course; the answer to the question is obvious. 


SUGGESTED PROVISION FOR TRAVEL LIMITATION 


Mr. Tuomas. Mr. Chairman, if I may interrupt here, I remember 
we have a statute on the benefits dealing with overseas travel to the 
effect that the employee must use the United States method of trans- 
portation when it is available, and, inferentially, it touches price. 
However, I have noted in days gone by that so many people stationed 
in one country, when en route home, visit a half-dozen other countries. 
I submit this thought for the gentleman’s comment: 

There should be a limitation on this travel, and the limitation 
should read, approximately, as follows: 

Provided further, The most direct route of travel within and without the con- 
tinental United St.tes must be used, and a safe end most economic method of 
travel must be used ir the continental United States, and outside the continental 
United States. 

In other words, that will eliminate any of this stopping off at 
Habana, for example. 

Mr. Preston. That is right. 

That is a good suggestion, Mr. Thomas. 

Mr. Tuomas. Of course, that will take care of your transportation 
problem on the Canal Line. 

Mr. Preston. What is your reaction to that language, Mr. Whit- 
man? 

Mr. Wuitman. I think that is an entirely proper limitation and, 
as a matter of fact, it is the general standard under which we try to 
administer this act. 

Mr. Preston. What would be your position if an employee decided 
rather than to come to the United States, he would like to go to 
Havana for his leave, and requested transportation for that purpose? 

Mr. Wuirman. That point, Mr. Chairman, is being considered by 
the Bureau of the Budget in formulating regulations under this act, 
which has not yet been issued. 
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Mr. Preston. Well, we might solve the problem for the Bureau of 
the Budget, by employing this language which Mr. Thomas has 
suggested. 

Mr. Wuitrman. Until such time as the regulations come out, we 
have taken the position that this applies only to travel to the United 
States. 

Mr. Miter. I thought the theory of this was that it was a good 
investment for the United States to have these people come to the 
United States to a less tropical climate; have a certain number of 
weeks in the course of every so many years in the northern part of the 
world; and be in touch with the people of the continental United States. 
If that was the concept, would not having them go to South America 
or to Cuba or to Spain or somewhere else defeat the very purpose of 
the legislation? 

Mr. Wuirman. It would, indeed, sir. 


UNIFORM ALLOWANCES 


Mr. Preston. Mr. Whitman, in House Document 88 on page 21 
there is a reference to uniform allowances. 

You have not requested any funds in this supplemental bill for this 
purpose, but do you have the figure which will be required of the 
Panama Canal Government to comply with this statute? 

Mr. Wuirman. We estimate $26,000 for this figure. 

Mr. Preston. You estimate $26,000 for the balance of this fiscal 
year? 

Mr. Wuirman. Yes, sir. 


Mr. Preston. Do you plan to absorb that? 

Mr. Wuirman. Yes, sir. 

Mr. Presron. If there are no further questions, we thank you very 
much for your appearance here today, Mr. Whitman. 

Mr. Wuirman. Thank you, gentlemen. 


Monpay, Fresruary 21, 1955. 
SMALL BUSINESS ADMINISTRATION 
SALARIES AND EXPENSES 
WITNESSES 


W. NORBERT ENGLES, DEPUTY ADMINISTRATOR FOR FINANCIAL 
ASSISTANCE 

DONALD A. HIPKINS, DEPUTY ADMINISTRATOR FOR PROCURE- 
MENT AND TECHNICAL ASSISTANCE 

ROBERT H. MONTGOMERY, DEPUTY ADMINISTRATOR FOR 
ADMINISTRATION 

KEITH L. HANNA, CONTROLLER 

ROBERT C. JONES, ASSISTANT TO THE ADMINISTRATOR 


Mr. Preston. The next item is for the Small Business Adminis- 
tration. 

The request is in the amount of $10 million, and it is found on page 
9 of House Document 88. 

At this point we shall insert pages 4 and 5 of the justifications in 
the record. 





(The matters referred to follow :) 
Revo! vir q furd loan cetivit Vo scal year 1955 


Fiscal year 1955 
Actual 
fiscal year 


1954 Actual Esti'rate 


July 1-Dee. | Jan. 1-June 
31, 1954 30, 1955 


Total 
estimate 


(A) Business loans applications 
(a) Pending, start of period 
(6) Received, during period 
1. Withdrawn 
(c) Processed, during period 
1. Approvals 
2. Declinations 
(d) Pending, end of period 
saster loans applications 
(a) Pending, start of period 
(6) Received, during period 
1. Withdrawn 
(c) Processed, during period 
1, Approvals 
2. Declinations 
Pending, end of period 


Estimated revolving fund requirements for period Jan. 1 to June 80, 1956 


1. Uneommitted balance available as of Dee. 31, 1954 as 


$31, 324, 933 


2. Less business loans (Small Business Administration share) esti- 
mate Jan. 1 to June 30, 1955 ; ii, 33, 450, 000 

Less disaster loans (Small Business Administration share), esti- 
mate Jan. 1 to June 30, 1955 : z 2, 100, 000 
Less administrative expenses, estimated additional requirements 224, 000 


Total estimated requirements for period Jan. 1 to June 30, 
1955 L sli ; a cise te 35, 774, 000 


Additional funds required P 4, 449, 067 
Reserve for contingencies beatae ee, cs at . 5, 550, 933 


Additional appropriation requested 


Mr. Preston. We understand that Mr. Barnes is ill, and not able 
to be here this morning. You are substituting for Mr. Barnes, and 
if you want to insert his statement into the record at this point, it 
will be all right. 

Mr. Eneauss. If I might have the permission of the chairman, I 
would like to read it, but if not, we shall insert it. 

However, I did want to say that Mr. Barnes has studied this 
budget quite closely, and has asked me to extend his regrets to the 
committee for not being here. He came down with the flu on Friday, 
and he has been in bed ever since. 

He thought it would be better to stay at home rather than to come 
here and spread the germs around. 

Mr. Preston. I quite agree. We are sorry Mr. Barnes is sick and 
not able to be with us, and we would have deferred this hearing except 
for the fact that we are engaged in other hearings, and this is the only 
day we were free to hear these supplemental items. Therefore, we 
felt we should go ahead with it, and I am certain you are capable of 
presenting vour case, Mr. Engles. 

If you prefer to read the statement, we shall hear you at this time. 
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GENERAL STATEMENT 


Mr. Eneues. Thank you very much. 

Mr. Chairman and gentlemen of the committee, the Small Business 
Administration was created under Public Law 163, 83d Congress, Ist 
session, the Small Business Act of 1953, and is the first independent 
Government agency established by the Congress to assist with the 
problems of all small business concerns—manufacturers, wholesalers, 
retailers, and service trades alike. 

The agency has four principal functions: 

First, to counsel with small firms on their financial problems and 
to assist them in obtaining needed credit; if private credit is not 
available on reasonable terms, to participate in loans by private 
lending institutions or to make direct Government loans to the firms. 

Second, to make loans to owners of homes and businesses whose 
property has been damaged or destroyed by hurricanes, floods, and 
other natural disasters. 

Third, to help small business concerns obtain a fair share of the 
Government’s contracts for supplies and services. 

And fourth, to assist small firms in overcoming their management 
and technical production problems. 

The supplemental budget estimate we are presenting to the com- 
mittee today is concerned entirely with additional funds needed to 
continue our direct lending program for small firms during the last 
quarter of the current fiscal year 

To meet the anticipated demand for these services, we are requesting 
an additional appropriation of $10 million for loan purposes, and also 
authority to transfer $224,000 from the Small Business Administration 
revolving fund to provide for the administrative expenses to be 
incurred in connection with the lending program. 

The Small Business Act of 1953 established a revolving fund in the 
Treasury to which appropriations not to exceed $275 million are 
authorized to be made. Of this total, $150 million was to be available 
for making business loans, $25 million for making disaster loans, and 
$100 million for taking Government prime contracts for subcontracting 
to small firms. The Congress, during the fiscal years 1954 and 1955, 
has appropriated $80 million against ‘this authorization. 

As of January 31, 1955, the Small Business Administration had 
approved 2,206 loans of which 1,166 were business loans totaling 
$61,716,433 including participation by banks. We had also approved 
1,040 disaster loans totaling $6,082,331. In addition, we are also 
servicing 3,022 Reconstruction Finance Corporation disaster loans 
transferred to the Small Business Administration for collection and 
liquidation. 

In our loan activities, we are not in competition with the private 
lending facilities of the Nation—I would like to make that point very 
clear. We will not even consider a loan application until the business- 
man has first made every effort to obtain financing from private sources 
of credit. And even then, we seek to obtain private participation in 
a loan whenever possible. We are both pleased and encouraged by 
the fact that banks are participating in nearly 70 percent of our loans. 
I believe that this is unmistakable evidence that a significant number 
of banks regard the Small Business Administration, not as a competi- 
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tor, but as a partner in providing long-term and intermediate financ- 
ing to small firms. 

There are two major factors contributing to our need for additional 
funds for the direct-lending program during the last quarter of the 
current fiscal year. These are the uncontrollable workload with re- 
spect to the filing of loan applications with the agency and the heavy 
demand we have encountered this year for disaster loans, as a result 
of an unusual number of hurricanes, floods, and other catastrophes. 
Approximately 800 disaster loans were approved by the Small Busi- 
ness Administration during the first 6 months of the current fiscal 
year. This is 60 percent more than the agency had anticipated ap- 
proving throughout the entire fiscal year. 

During the calendar year 1954, the volume of outstanding business 
loans of the Nation’s private banks declined steadily from Januarv 
through September. In October, however, the downward trend 
ended, and outstanding business loans were $182 million greater than 
in September. In November, bank business loans showed a further 
significant rise of $504 million. 

The experience of the Small Business Administration in the receipt 
of new loan applications paralleled that of the private banks during 
much of 1954. However, the increase in business loan applications 
which occurred for the private banking facilities in October was not 
reflected in our own loan program until December. The fact that the 
rise in the agency’s loan applications came during what would nor- 
mally be a light month indicates, we believe, that a general rise will 
probably continue during the spring of the year. 

During the fiscal year 1954, the Small Business Administration 
received 2,289 business-loan applications. The number of applica- 
tions received during the last 6 months of that fiscal vear indicated 
that the agency would receive, on the average, approximately 350 
loan applications per month during the spring of a year. Corsider- 
ing that our services are becoming better known among businessmen 
each month, and taking into account the recent rise in private bank 
loans, it appears that at least this same average number of loan 
applications, 350, will be received by the Small Business Administra- 
tion during the remaining months of the current fiscal vear. 

It is to meet this anticipated demand for continued financial assist- 
ance to small-business concerns and to provide for making loans to 
rehabilitate business concerns and homes which have been damaged 
or destroyed by natural disasters that we are requesting an additional 
appropriation of $10 million for loan purposes. 

The estimated need of $224,000 for administrative expenses does 
not constitute a request for an additional appropriation for salaries 
and expenses. Rather, it is a request for an increase in the amount 
which may be transferred from the agency’s revolving fund to meet 
administrative expenses of the program financed bv the fund. 

Mr. THomas. Let me interrupt you there to clarify that statement. 
It is misleading on its face, not in the sense that it is willfully done, 
but it is misleading. This program is set up in two parts, the lending 
part and the counseling and advising part. The administrative ex- 
penses for the lending part comes from the revolving fund, so when 
vou say it is not an appropriated fund, that is true, but it calls for 
jobs and taxpavers’ money. The other part of the program, for 
counsel and advice and what not, is a direct appropriation. 

<xcuse me. Go ahead. 
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Mr. Enates. The requested sum would allow us to retain personnel 
needed for processing, closing, and administering business and disaster 
loans during the fourth quarter of the fiscal year. It does not provide 
for any additional employees. In the event of future disasters, we 
will make every effort to meet such emergencies by diverting personnel 
from other programs. 

The estimated personnel requirements have been determined care- 
fully on the basis of the anticipated workload for the agency’s financial 
assistance staff during the fourth quarter. In gaging this workload, 
we have used what we sincerely believe are sound, realistic criteria 
based on our own experience to date, and, in the case of disaster loans 
to be liquidated, those of the RFC. The personnel requirements 
have been estimated with a view to obtaining maximum efficiency 
from employees, without at the same time sac rifici ing necessary safe- 
guards for the taxpayers’ money. 

I sincerely appreciate the opportunity to appear before this com- 
mittee and I will be glad to answer any questions or supply any 
additional information the members may desire. 

Mr. Chairman, with the help of our controller and the two deputies 
I will try to answer any questions I can for Mr. Barnes. 

Mr. Preston. What is your position? 

Mr. Enaues. I am Deputy Administrator for financial assistance. 

Mr. Preston. You should be pretty familiar with the whole 
program. 

Mr. Eneues. I am familiar with the loan program, yes. 


NUMBER OF EMPLOYEES 


Mr. Preston. On page 24 of the justifications it appears you are 
asking for 120 new employees. Is that correct? 

Mr. Hanna. It would mean approximately 120 employees would 
have to be dropped if the revolving fund is exhausted. If we have 
an increase in the revolving fund we would need to retain the 120 
employees. 

Mr. Tuomas. In other words, they willfully created a deficiency in 
vielation of the Antideficiency Act. 

Mr. Preston. That is the way it looks. 

Mr. Enauzs. I do not think we have a deficiency because we are 
prepared on the first of the month or shortly thereafter, if necessary, 
to issue r. i. f. notices and get rid of the people we do not have the 
money to il for. We have been forced to do that for this reason. 
At the beginning of this fiscal year we had a large backlog of applica- 
tions, so we had to use the people the best way we could. We had 
these disasters that caused us to switch people around to stay on top 
of the backlog. We have taken the staff we had and used them the 
best way we could. 

Mr. Hanna. The salaries and expenses appropriation was appor- 
tioned in part in accordance with the anticipated rate of usage of the 
revolving fund in that it provided for the employees engaged in the 
processing of loan applications for only such period as it was estimated 
an uncommitted balance would remain in the revolving fund. 

Mr. Preston. How many do you have now? 

Mr. Hanna. We had 757 as of January 31. 

Mr. Tuomas. The table shows you provided for 178. 
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Mr. Preston. Where do you find that, Mr. Thomas? 

Mr. Hanna. I believe those are the financial specialists. 

Mr. THomas. He asked you for your total employment. I added 
it up and it came to 178. 

Mr. Hanna. Those are financial specialists only. 

Mr. Encurs. Those are only loan men actually working on the loan 
program. They do not include employees working on our other 
programs. 

Mr. Preston. How many people did you have at the beginning of 
this fiscal year? 

Mr. Hanna. We had 601 on July 1. That does not include em- 
ployees transferred from RFC in connection with the transfer of the 
disaster loan operations to SBA. There were 100 positions authorized 
under that transfer. 

Mr. Preston. Authorized, but how many did you get? 

Mr. Hanna. We actually transferred approximately 35 persons in 
July. 

Mr. Preston. Are those 35 included in the figure of 7577 

Mr. Hanna. Yes. The whole 100 is now included in the 757. 
We were able during the year to recruit up to the full estimated 
complement of approximately 100 to be used in liquidation of RFC 
disaster loans. 

Mr. Preston. You were authorized to transfer up to 100 and you 
only transferred 35? 

Mr. Hanna. Yes. 

Mr. Preston. So you went out and recruited 65? 

Mr. Hanna. That is correct. 

Mr. Preston. Instead of transferring them, you recruited them? 

Mr. Hanna. That is correct. 

Mr. Preston. So you have 156 more employees now than you 
had at the beginning of the fiscal year? 

Mr. Hanna. That is correct. 


INCREASE IN NUMBER OF APPLICATIONS 


Mr. Preston. How much have your applications increased per- 
centagewise since the beginning of the fiscal year? I am not talking 
about disaster loans. 

Mr. Enauss. I hope you will let me tell you about the disaster loans. 

Mr. Preston. Of course we will. We want to hear everything. 
We are not prejudiced. 

Mr. Enaues. I know you are not. The nature of the disaster was 
such we had to transfer people from all over the country to do the job. 

Mr. Hanna. We received in the first 6 months of this fiscal year 
1,819 applications. We estimated 2,100 for the period January to 
June. 

Mr. Preston. Is it a fair statement to say the increase in your 
personnel has been totally in connection with the disaster loans? 

Mr. Hanna. No, sir. It occurred in connection with the loan 
program plus the RFC disaster program. 

Mr. Preston. Does the RFC disaster loan program involve loans 
that were made before SBA came into existence? 

Mr. Hanna. Yes, sir. 
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Mr. Preston. And the disaster loans you are now referring to were 
in connection with the hurricanes during the last year? 

Mr. Hanna. That is correct. 

Mr. Preston. The additional funds you request to be transferred 
from the revolving fund of $224,000, how many additional employees 
do you request in connection with that transfer? 

Mr. Hanna. None. That is only for the retention of those now 
employed. 

Mr. Preston. And unless you get that transfer you say you will 
have to drop 120 people? 

Mr. Hanna. At least 120, depending on when we can let them go 
and how much annual leave is involved. 

Mr. Preston. How many loans of both types have you made 
during this fiscal year? 

Mr. Hanna. Through December 31, 1954, 1,853 business loan ap- 
plications have been processed and 917 disaster loan applications, a 
total of 2,770. Of those processed, 649 business loans and 813 disaster 
loans were approved, a total of 1,462 

Mr. Preston. In the first 6 months of the fiscal year? 

Mr. Hanna. Yes, sir. 

Mr. Preston. And you have 757 employees? 

Mr. Hanna. Yes, sir. 

Mr. Preston. In other words, vou have not averaged out one loan 
per employee during the first 6 months of regular business loans? 

Mr. Hanna. Yes, sir. However, our employees are also engaged 
in other programs of the agency. About half of our total time is 
devoted to direct lending. The remaining time is directed to other 
programs such as financial counseling, procurement, and technical 
assistance, as well as liquidation of RFC disaster loans. 

Mr. Preston. You do not mean you do much assistance in securing 
funds from other sources? 

Mr. Eneies. We have had unusually good results in that program. 
It surprised me. We have made a very good record. 

Mr. Preston. You mean getting money from other sources for 
people who were turned down? 

Mr. Eneaurs. Yes. I believe we have cases with us showing that. 

Mr. Preston. How many such cases did you have during the first 
six months of this fiscal year? 

Mr. Hanna. 4194, of which we assisted 1440 in obtaining equity 
financing; we assisted 1310 in securing private financing; and in 1444 
cases other solutions were found for their financial problems. That 
is an average of about 600 per month. 

Mr. Preston. How do you go about helping a man who has tried 
to get funds from private institutions and cannot get any? What 
magical formula do you use to help him? 

Mr. Encues. With a small business firm it may be a matter of 
putting their balance sheet in proper form and working out a practical 
plan with certain creditors. A lot of small-business men actually do 
not know how to do that. We have been able to do it for them and 
we have been very successful. I have insisted that all records on 
cases of this type be kept accurately in our field offices because I 
questioned whether it was possible to assist people in that way, but 
we have really done a pretty good job of it. We have them docu- 
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mented by case history. In some cases for example we have been 
able to arrange insurance company loans. 

Mr. Preston. Has the policy of this organization changed since it 
first began operating? I remember at the beginning it was most 
difficult to get any money at all from this outfit. 

Mr. Encaues. Prior to Mr. Barnes’ induction as administrator— 
and I should say when he was made Acting Administrator last year, 
the policy was liberalized considerably and I think we have followed 
a more lenient policy since he has been there. I transferred to SBA 
early in 1954 and I feel certain we make every effort possible to make a 
loan. We cannot make them all, but we spend a lot of time trying to 
work them out, and I think under his leadership we have adopted a 
pretty liberal attitude on loans. 

Mr. Preston. I am glad to hear that because I do not think you 
had any flexibility at all at first; the organization seemed to feel 
they were guardians of the money and that the money was something 
you should keep instead of lending. 


AMOUNT IN REVOLVING FUND FOR LENDING 


How much money do you have in your revolving fund for lending 
as of now? 

Mr. Hanna. As of December 31 we had $31,324,000. 

Mr. Preston. What is the monthly rate at which you have been 
lending during the first 7 months of this fiscal year? 

Mr. Hanna. Approximately $5 million has been the rate of com- 
mitment of SBA funds. 

Mr. Preston. At that rate you have enough money to carry you 
through the remainder of this fiscal year. 

Mr. Hanna. Yes, sir; at that rate. 

Mr. Preston. Why do you ask for $10 million additional? 

Mr. Hanna. That is based on an estimate of what will be required 
during the remainder of the year. We have estimated applications 
at a rate of 350 a month which, based on past experience, would 
result in total loans approved of $33,450,000 for the January through 
June period. And for disaster loans we estimated $2,100,000 which 
plus the administrative expenses of $224,000, represents a total 
commitment of $35,774,000, or an estimated deficiency of $4,449,000. 

Mr. Presten. That would leave you a surplus of about $5.5 
million? 

Mr. Hanna. Of the $10 million, yes, so that if there should be 
another major disaster we would be in a position to meet it. 

Mr. Preston. Mr. Thomas. 

Mr. Tuomas. I am reasonably familiar with this program. We 
wrestled with it for 3 or 4 years. Let me see if I can summarize this 
thing and bring it down to date. 

Of course this organization is split up into two major parts, or we 
might say three by virtue of the transfer. You have your lending 
program and your counseling and advising program and now you have 
a third program by virtue of the transfer from RFC of the disaster 
loan program. Is that correct? 

Mr. Eneues. That is right. 

Mr. Tuomas. Your original loan program gave you an authori- 
zation of $175 million and your administrative expenses for your 
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lending operations came from that revolving fund. Your adminis- 
trative expenses for your counseling and advising program were 
directly appropriated funds. As matters stand today vou have been 
given capital out of the revolving operation to the tune of $80 million, 
and of that $80 million you have on hand as of, say, January 1 of this 
year, approximately $31 million. Last year for the administrative 
expenses for your lending activities you were given about $2,550,000. 
For your administrative cost for your counseling and advising program 
you were given an administrative limitation of $2,125,000. That was 
in direct appropriations. Now for your $2,550,000 administrative 
cost, how many employees do you have as of some recent date, say 
January 1? That is your lending program. You want to add to that 
$2,550,000 another $224,000; is that correct? 
Mr. Hanna. That is correct. 


COMMINGLING OF REVOLVING FUND AND SALARIES AND EXPENSES FUND 


Mr. Tuomas. How many employees do you have that you are 
financing from your revolving fund as of January 1 or some recent 
date? 

Mr. Hanna. We cannot identify employees by funds because our 
employees are working on all programs. My own position is an 
example. The money is transferred from the revolving fund and 
made a part of our salaries and expenses appropriation and all em- 
ployees are paid from that. 

Mr. Tuomas. In other words, then, when you get the money, you 
commingle it so that the separation of funds does not mean anything? 

Mr. Hanna. It is commingled for salaries and expenses. 

Mr. Tuomas. The limitation put on both your funds in the way of 
salary limitations is meaningless, then. 

Mr. Hanna. No, sir. We make an analysis of our expenses month 
by month. 

Mr. Tuomas. You say ‘“‘no, sir.”’ If there is a limitation placed on 
your lending operations in the way of salaries and expenses and then 
you take that money and commingle it with your counseling and 
advising program, the limitation is meaningless. 

Mr. Hanna. May I point out how we are sure we are not exceedng 
the limitation? For example, we analyze in the field service every 
type of position in order to determine the time devoted to each 
program. 

Mr. Toomas. I understand that, but you are not paying any 
attention to the limitation. How many people do you have under 
your lending program now? 

Mr. Hanna. I cannot answer that directly, sir. 

Mr. THomas. Why come here and ask for $224,000 to be used in 
your lending program and to come from your revolving fund if you 
do not know how you are going to use it? 

Mr. Hanna. It would be used for employees working the major 
portion of the time on the financial assistance program. 

Mr. THomas. What part is not going to be used on that program? 

Mr. Hanna. Let me cite an example. 

Mr. Tuomas. Just tell us what we want to know. 

Mr. Hanna. Our financial specialists in the field spend the major 
part of their time on the financial assistance program. 
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Mr. Tuomas. How much of this $224,000 will not be used for that 
specific purpose? 

Mr. Hanna. It will be entirely used for that purpose. 

Mr. Tuomas. How many people do you have engaged in the lend- 
ing activity as of January 1 or December 31 or whatever date you 
have? 

Mr. Hanna. We have 178 financial specialists authorized, and I 
think we have approximately 175 employed at the moment. In 
addition, we have our clerical staff and some of our stenographers 
work on this program full time and others for part of their time. 
The manner in which we have distributed our expenses by funds has 
been discussed with the GAO auditors and it meets with their ap- 
proval. 

Mr. Tuomas. Maybe you had better go to GAO and talk it over 
with them. Maybe you are in the wrong place. 

Is that figure of 178 correct, or is that financial men in both pro- 
grams? 

Mr. Hanna. Those are just financial specialists. 

Mr. Tuomas. How many of them are devoting their time to the 
lending program? 

Mr. Hanna. We have it distributed more exactly in this table in 
the justification by showing the number of people whose time is 
devoted to the RFC disaster loan program— 

Mr. Tuomas. I see your table and it adds up to about 178 people 
and 112 of them should be on your lending program. 

Mr. Hanna. 70.8 are devoted to processing; 12.5 to closing; and 
12.7 to administration. 

Mr. Tuomas. Is that in your lending program? 

Mr. Hanna. Yes. 

Mr. Tuomas. And that adds up to 112, does it not, or 112.3, and 
the remainder of your 178 are in your other program? Do you mean 
by that table that with this $224, 000 you want to keep on the payroll 
178 people in the last quarter? Is that what you are driving at? 

Mr. Hanna. We want to keep all the 112. 

Mr. THomas. That is under your lending program? 

Mr. Hanna. Direct lending program. 

Mr. Tuomas. And without the $224,000 you will not be able to 
keep them for the last quarter? Is that correct? 

Mr. Hanna. That is correct. 

Mr. Tuomas. What part of them are spending part of their time 
on this counseling program? 

Mr. Hanna. Actually, any one man may be spending time on the 
processing of loan applications, but if he handles an interview by 
which he is able to provide financing from another source, thrt is 
charged against the direct appropriation. So one man may be work- 
ing on direct lending part of the time and financial counseling the other 
part of the time. 

Mr. Tuomas. I think we all understand each other now. Your 
tables are interesting and your narrative quite interesting. 
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DISASTER LOAN PROGRAM 


When did you acquire this disaster loan program? 

Mr. Hanna. Through Reorganization Plan No. 2 submitted last 
April to Congress. 

Mr. Tuomas. When did you take jurisdiction? 

Mr. Hanna. July 1. 

Mr. Tuomas. Of last year? 

Mr. Hanna. Yes, sir. 


LIQUIDATION OF CERTAIN AFFAIRS OF RECONSTRUCTION FINANCE 
CORPORATION 


Mr. Tuomas. And how many employees were transferred to you 
from the RFC? 

Mr. Hanna. Actually there were only about 35 employees who 
came over, largely because our work was not always located in the 
same location as that of RFC employees who otherwise might have 
transferred. 

Mr. EnGuies. We took as many RFC people as would come. 

Mr. Tuomas. Do you have a copy of the Reorganization Act? 
Could you read into the record whereby you acquired jurisdiction? 

Mr. Hanna. I am sorry I do not have it with me. 

Mr. Tuomas. Insert it in the record and give us the substance of it. 

(The material referred to is as follows:) 


[H. Doc. No. 382, 83d Cong., 2d sess.] 


MeEssAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING RE- 
ORGANIZATION PLAN No. 2 or 1954, RELATING TO THE LIQUIDATION OF CER- 
TAIN AFFAIRS OF THE RECONSTRUCTION FINANCE CORPORATION 


To the Congress of the United States: 


I transmit herewith Reorganization Plan No. 2 of 1954, prepared in accordance 
with the Reorganization Act of 1949, as amended. The reorganization plan 
assigns to appropriate agencies the liquidation of certain affairs of the Recon- 
struction Finance Corporation. 

First, the reorganization plan transfers to the Export-Import Bank of Wash- 
ington loans made to foreign financial institutions and to foreign governments, 
including a loan to the Republic of the Philippines; all foreign bonds and securities 
acquired in the liquidation of Corporation lending programs; and functions with 
respect to the liquidation of those assets. The bank is this Government’s princi- 
pal instrument for the administration of similar matters and can readily integrate 
the liquidation of the transferred assets with its other activities in the field of 
foreign finance. 

Second, the reorganization plan transfers to the Small Business Administration 
loans made by the Reconstruction Finance Corporation to victims of floods or 
other catastrophes, together with the function of liquidating those loans. The 
Small Business Administration is responsible for a similar loan program. Thus, 
by this transfer, related activities are concentrated in a single agency for effective 
administration. 

Third, the reorganization plan transfers to the Federal National Mortgage 
Association, in the Housing and Home Finance Agency, real estate mortgages 
made or acquired under the authority of the RFC Mortgage Company and the 
Defense Homes Corporation, and the function of liquidating these assets. The 
Association is responsible under its basic authority for the servicing, liquidation, 
and sale of the bulk of residential real estate mortgages held by the Government of 
the United States. Through its field offices, the Association maintains continuous 
relationships with lending and investing institutions specializing in home financing. 
It is, therefore, the Federal agency best situated to liquidate the assets of a similar 
type transferred to it by the reorganization plan. 

Under existing authority, the completion of the liquidation of the assets and the 
winding up of the affairs of the Reconstruction Finance Corporation will be carried 
out under the direction of the Secretary of the Treasury after the succession of the 
Corporation expires on June 30, 1954. The reorganization plan modifies that 
arrangement by placing responsibility for the completion of each of the activities 








described above under the jurisdiction of an agency responsible for a similar con- 
tinuing program. Thus, the reorganization plan facilitates the orderly and 
expeditious liquidation of the affairs of the Corporation. 

It is not, however, practicable at this time to specify the reductions of expendi- 
tures which it is probable will be brought about by the taking effect of the reor- 
ganizations contained in the plan. 

After investigation, I have found and hereby declare that each reorganization 
included in Reorganization Plan No. 2 of 1954 is necessary to accomplish one or 
more of the purposes ‘set forth in section 2 (a) of the Reorganization Act of 1949, 
as amended. 

I urge that the Congress allow the reorganization plan to become effective. 


Dwicnut D. EISENHOWER. 
THe Wuite Howse, April 29, 1954. 


REORGANIZATION PLAN No. 2 or 1954 


(Prepared by the President and transmitted to the Senate and the House of Representatives in Congres, 
assembled, April 29, 1954, pursuant to the provisions of the Reorganization Act of 1949, approved June 20 
1949, as amended) 


LIQUIDATION OF CERTAIN AFFAIRS OF THE RECONSTRUCTION FINANCE CORPORATION 


Section 1. Transfer of functions.—The functions of the Reconstruction Finance 
Corporation (hereinafter referred to as the Corporation) with respect to the 
following-described matters, together with the functions of the Secretary of the 
Treasury under section 10 of the Reconstruction Finance Corporation Act, as 
amended, and under the Reconstruction Finance Corporation Liquidation Act, 
with respect to the said matters, are hereby transferred as follows: 

(a) There are transferred to the Export-Import Bank of Washington the said 
functions relating to: 

(1) The loan made by the Corporation to the Republic of the Philippines 
under section 3 of the Joint Resolution of August 7, 1946 (ch. 811, 60 Stat. 
902). 

(2) The loans made by the Corporation to the Government of Ecuador 
and the Newfoundland Railway of St. Johns, Newfoundland. 

(3) The capital stock of the Banco de Borracha (now known as the Amazon 
Credit Bank, Belem, Brazil). 

(4) All foreign bonds and securities acquired by the Corporation in the 
liquidation of its lending programs. 

(b) There are transferred to the Small Business Administration the said 
functions relating to loans made by the Corporation to victims of floods or other 
catastrophes. 

(c) There are transferred to the Federal National Mortgage Association the 
said functions relating to mortgages held by the Corporation - which were made 
or acquired under the authority of the RFC Mortgage Company or the Defense 
Homes Corporation. 

Sec. 2. Transfer of incidental functions.—There are hereby transferred to each 
trans‘eree agency so much of the functions of the Corporation, and so much of 
the functions of the Secretary of the Treasury under section 10 of the Reconstruc- 
tion Finance Corporation Act, as amended, and under the Reconstruction Finance 
Corporation Liquidation Act, as is incidental to, or necessary for, the performance 
by the transferee agency of the functions specified in section 1 (a), (b), or (c) 
hereof, as the case may be, including, in respect of the functions specified in 
sections 1 (a) (1), 1 (b), and 1 (c) hereof, the authority to issue notes or other obliga- 
tions to the Secretary of the Treasury, which may be purchased by the Secretary, 
under section 7 of the Reconstruction Finance Corporation Act, as amended, 
and the duty of making payments on such notes or obligations issued by or 
transferred to the transferee agency hereunder. 

Sec. 3. Transfer of assets; miscellaneous transfers.—(a) The loans, bonds, 
securities, mortgages, and capital stock referred to in section 1 of this reorganiza- 
tion plan, together with accrued interest thereon, property acquired in connection 
therewith, and contracts and other instruments pertaining thereto, are hereby 
transferred from the Corporation to the respective transferee agencies. 

(b) In addition to the transfers made by section 3 (a), above, there shell be 
transferred to each transferee agency so much as the Director of the Bures.u of 
the Budget shall determine to be eppropriate by reason of transfers mede by 
sections 1, 2, and 3 (a) of this reorganization plan of the property, personnel, 
records, liabilities, and commitments of the Corporation and of the authorizations, 
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allocations, and funds available or to be made available to the Corporation or the 
Treasury Department. 

(c) Such further measures and dispositions as the Director of the Bureau of 
the Budget shall determine to be necessary in order to effectuete the transfers 
provided for in sections 3 (a) and 3 (b), above, shall be carried out in such manner 
and by such agencies as the Director shall direct. 

Sec. 4. Definition.—As used in this reorgenizetion plan, the term ‘‘transferee 
agencies’’ mesns the Export-Import Bank of Weshington, the Small Business 
Administrs.tion, and the Federal Netionel Mortgege Associs.tion. 

Sec. 5. Effective dvte.—The provisions of this reorganiz:.tion plan shell teke 
effect 1t the time determined under the provisions of section 6 (2) of the P.eor- 
ganization Act of 1949, as amended, or et the close of June 30, 1954, whichever 
is l.ter, and shall be effective notwithstanding any heretofore enacted provisions 
of lr.w transferring the duty of completing the liauidetion of the assets and the 
winding up of the «ffairs of the Corporation. 


Mr. Hanna. The substance was to transfer the responsibility for the 
administering and liquidation of RFC disaster loans on their books 
as of June 30, 1954, and in connection with that was an authorization 
to expend $614,000 during the current year for the approximately 100 
man-years of time. 

(The provision referred to is as follows:) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 30, 1954. 


EXCERPT FROM DETERMINATIONS WITH RESPECT TO CERTAIN MATTERS PURSUANT TO 
THE REORGANIZATION PLAN NO. 2 OF 1954 


‘‘Pursuart to section 3 of Reorganizetion Plan No. 2 of 1954 and effective at the 
close of business June 30, 1954, determinations are made and dispositions are 
ordered as follows: 


‘There are hereby transferred to the Small Business Administration: 

ger Si) 

“bh, From the authorization granted in the P.cconstruction Finance Corporetion- 
Export-Import Bank Appropristion Act, 1955, for ‘Administretive expenses of 
liquids.ting the P.econstruction Finance Corpors.tion’, $614,000, to be zveile.ble for 
use in connection with the functions transferred to the Smeal! Business Adminis- 
tration by seid reorganization plan. 

“oe, # * #, 

ae 


RowLaND Huaues, Director. 


Mr. Tuomas. Where did that authorization come from? Was that 
a separate congressional act? 

Mr. Hanna. A congressional act, yes. 

Mr. Tuomas. How much? 

Mr. Hanna. $614,000. 

Mr. Tuomas. Which gave you about 100 positions? 

Mr. Hanna. Yes. 

Mr. Tuomas. Where did you get the $614,000? 

Mr. Hanna. That was to come from the RFC. 

Mr. Tuomas. Did it come? 

Mr. Hanna. Yes. 


LIABILITIES AND ASSETS OF RFC PROGRAM 


Mr. Tuomas. What are the liabilities and what are the assets of 
the program heretofore administered by the RFC? 

Mr. EncuieEs. There were about 3,000 loans representing approxi- 
mately $15 million transferred with the disaster loan program. 

Mr. Tuomas. How many were current, how many were in arrears, 
and when was the liquidation date, and so forth? 
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Mr. Enaues. Practically all the loans were made in connection with 
the Kansas City flood in 1951. They were being administered by 
the RFC from their Chicago office. 

Mr. Tuomas. What was the average maturity date? 

Mr. EnGuies. Some were home loans that mature in 20 years and 
some were business loans that mature in 10 years. 

Mr. Tuomas. How many loans were there? 

Mr. Hanna. 3,225. 

Mr. Tuomas. And you had 100 people processing those loans? 

Mr. Hanna. Yes, sir. 

Mr. Tuomas. Where was that set up? 

Mr. Hanna. In Treasury. 

Mr. Tuomas. It was purely a servicing deal? 

Mr. Hanna. Yes, sir. 

Mr. Tuomas. What was the pay back in calendar year 1954? 

Mr. Hanna. We do not have the information for the full calendar 
year. 

Mr. Tuomas. I thought you had it since last July? 

Mr. Enates. Yes, sir. The total] loans transferred on June 30, 
1954, amounted to $14,746,606.80 and this principal balance was 
reduced by $1,763,390.07 during the period July 1 to December 31, 
1954. 

Mr. THomas. What could 100 people do 6 hours a day in servicing 
3,000 loans? Half a dozen good bookkeepers ought to handle those. 

Mr. Encues. It is not that easy, Mr. Thomas. A large number of 
those disaster loans were delinquent when we got them. They require 
a good deal of servicing and personal contact to get them back in 
current shape. In these disaster loans you depend entirely on the 
borrower’s earning ability to get the money back—as you know there 
is very little collateral pledged. The only way you will get it back 
is to keep on top of the borrower, and this requires a great deal more 
attention than you would have to give to an ordinary business loan 
if you are going to keep the program current. 

Mr. Tuomas. What is that administrative expense figure, again? 

Mr. Hanna. $614,000. 

Mr. Tuomas. And did you commingle all those employees with the 
activities of small business? 

Mr. Hanna. Yes. 

Mr. Tuomas. What part of this $224,000 is going to be used to pay 
the administrative expenses? 

Mr. Hanna. None. 

Mr. THomas. Gentlemen, are you not pretty badly top heavy and 
overstaffed, even with that extra duty? In your justifications you 
state that by everybody putting his shoulder to the wheel you cut 
down your backlog in your disaster loans and your small-business 
loans and your counseling program. Since you have your backlog 
cut down and your regular work is about 350 business loans a month, 
can you not get along without these additional employees? You folk 
must bear in mind we expect more out of you than anybody else 
because you have the highest priced staff in Washington. It is higher 
than the Bureau of the Budget, it is higher than the FCC, and higher 
than any old line agency. If I am wrong, correct me. 

Mr. Hanna. I have a figure for comparison. Our average salary 
is $6,201 and the average grade is GS~9. 





Mr. Tuomas. You have dropped down. At one time you were 
10.8 only 12 months ago and by bringing in 100 employees from the 
RFC you have sort of watered it down; is that right? 

Mr. Montcomery. There is another factor. We have been very 
modest in the number of stenographers and clerical help in the past, 
and when you do not have many people in the lower grades, naturally 
your average salary will be on the high side. However, we are taking 
a look at the whole situation now. We have two people in our person- 
nel office who are reviewing the grades. We expect to have that job 
done in the next 60 days. 

Mr. Tuomas. Mr. Chairman, on page 4 there is a pretty good table. 
I suggest you put it in the record. 

Mr. Preston. I have already put pages 4 and 5 in the record. 


BUSINESS LOANS 


Mr. Tuomas. In business loans you have processed in the period 
July 1 to December 31, 1954, 1,853 applications. You approved 649 
and declined 1,204. In other words, you approved about one-third. 


DISASTER LOANS 


On your disaster loans for the same period you had 917 applications 
that you processed, and you approved 813 and declined 104. 


LOSSES ON BUSINESS LOANS 


I notice you set up some very interesting figures on page 5. What 


do you set aside for losses on your business loans? 

You have a reserve for contingencies of $5,550,000. 

Mr. Hanna. That is for new loans. 

Mr. Tuomas. What do you set up for losses? 

Mr. Hanna. The only basis we have to go on at present is the 
experience of RFC. We are using an average rate of 1.8 percent for 
estimated losses on business loans. 

Mr. Tuomas. For business losses? 

Mr. Hanna. Yes, sir. 

Mr. Tuomas. What is your average rate of interest on your business 
loans? 

Mr. Ene.es. Six percent. 

Mr. Tuomas. What does it take for you to do business? I came 
across a figure last night that indicated it takes 5 percent for you to 
do business. Is that right? 

Mr. Enaues. I do not know. 

Mr. Tuomas. You want to figure in your overhead and the amount 
of your loans. Let us figure it out right quickly and we can see. 
What is the amount of your loans outstanding right now? About 
$47 million? ° 

Mr. Hanna. In commitments? 

Mr. Tuomas. No, your outstanding loans on your books. 

Mr. EnGuies. You mean disbursements? 

Mr. Tuomas. Call it whatever you want to. 

Mr. Enctes. Can we not figure on the basis of commitments and 
applications processed, Mr. Thomas? This is what takes all the 
work. That figure amounts to approximately $187 ,600,000. 

59135—55——7 
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Mr. Tuomas. How much do you have that you have handed out in 
checks? 

Mr. Hanna. Through January 31, $31,870,000 had been disbursed 
for business loans and $2,611,000 for disaster loans, or a total of over 
$34 million of actual disbursements. 

Mr. Tuomas. You have $45 million uncommitted, then? 

Mr. Hanna. The deferred participation loans are not disbursements 
by us initially. We disburse direct loans and immediate participation 
loans. 

Mr. Tuomas. Here is another interesting statement you ought to 
clear up: 

The continuation of this agency’s business and disaster lending program, as set 
forth in Public Law 163, 83d Congress, Ist session, can only be assured with the 
additional funds and authority requested in this estimate. In this connection, 
it is to be pointed out that while the estimated additional appropriation required 


for loan commitment purposes is $10 million, actual expenditures from the 
Treasury will be much less than this amount. 


Mr. Hanna. That is correct. 

Mr. Tuomas. Why do you need it, then? 

Mr. Enauss. I think we need it, Mr. Thomas, because we still 
have to process the applications. We still need the employees to 
process the applications. 

Mr. Tuomas. I am talking about the $10 million. 

Mr. Eneues. The $10 million is for commitment. Each loan 
approved is charged against the appropriation but the bank disburses 
the loan against our so-called guarantee. 

Mr. Tuomas. This is occasioned by the fact that almost half of 
your business loans are in the deferred participation category and may 
never require an actual disbursement by the Government? 

Mr. Enctes. That is right. 

Mr. THomas. Why take it out of the Treasury, then, if you are 
guaranteeing it? Why do you not just get the money out of the 
Treasury when you need it? 

Mr. Hanna. It is our understanding we cannot approve a loan and 
commit the Government unless we have an authorization in the form 
of an appropriation. The money actually never leaves the Treasury 
for the deferred participation loans except in the few cases for which 
the banks request that we purchase our agreed upon share. 

Mr. EnGues. We have no assurance when the banks might call 
on us for it. 

Mr. Tuomas. You figure here you have uncommitted $31 million, 
but your loans for business and disaster only figure $33 million. How 
much in addition to that do you have committed to the banks? 

Mr. Hanna. I have a table here, if I could read it to you. 

Mr. Tuomas. It is in your justifications some place. 

Mr. Preston. Page 19. 

Mr. Tuomas. What is the figure you have guaranteed to the banks? 

Mr. Hanna. As of December 31, we had drawn $17.5 million from 
the Treasury. We had undisbursed loan commitments of $31,231,600. 
The greater percentage of the latter amount represents deferred 
perticipation loans which may never be disbursed. 

Mr. Tuomas. What is the amount of your liability where you 
have third-party responsibility, so to speak, with the banks? 

Mr. Hanna. As of January 31, we had approved deferred partici- 
pation loans of $25,097,000. The banks had disbursed actually 
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$16,400,000 of that $25 million, leaving approximately $9 million 
undisbursed. We had been called upon to disburse only $532,000 to 
the banks through December 31, 1954. 

Mr. Tuomas. No further questions. 

Mr. Preston. Mr. Bow. 

Mr. Bow. No questions. 

Mr. Preston. Mr. Horan. 

Mr. Horan. No questions. 

Mr. Preston. Mr. Miller. 

Mr. Miuuer. No questions. 

Mr. Preston. I have one more question: How much did you ask 
the Bureau of the Budget for? 

Mr. Hanna. $637,000. That was based on an application rate of 
450 per month. 

Mr. Preston. You asked for $637,000 to be transferred from the 
revolving fund? 

Mr. Hanna. Yes. 

Mr. Preston. How much did you ask for in direct appropriations? 

Mr. Hanna. $31 million for the revolving fund. 

Mr. Horan. What is the advantage of providing a transfer rather 
than a direct appropriation? 

Mr. Eneies. Do you mean would it be better to have a direct 
appropriation than take it out of the revolving fund? 

Mr. Horan. Yes. 

Mr. Eneies. My own opinion is it would be better to have a direct 
appropriation. We would know exactly what money we could lend 
and how much we had for expenses. 

I would like to make a closing statement based on my own experience 
with the agency. It might seem we are not stretching these dollars 
far enough. We are doing our best to do this job with the fewest 
number of employees possible. We transfer them around when we 
have a disaster and it disrupts the morale because you take a man 
from his home and send him to New England or elsewhere and he is 
there for 3 or 4 months. If we did not use this flexibility in trans- 
ferring our employees it would cost more to go out and recruit the 
people and put them on. These are experienced people who know 
something about the job. We have really tried to do the best job we 
could with the fewest people. 

Mr. Mititer. You were put under a pretty heavy strain when 
Hurricane Hazel came on top of Hurricane Carol? 

Mr. Eneues. Yes. Another thing we did to hold the staff down 
last spring was to borrow people from the RFC. RFC had not gotten 
into the liquidation program fully so they let us have a good many 
employees on a reimbursable basis, and we tried to work the backlog 
down and match it against the actual workload in each agency. I 
think we have done a pretty good job with a very small amount of 
money. We have also used people in our other programs to inter- 
view applicants and give out applications, and so forth. We have 
tried to hold our costs down the best way we could, and I think if 
we had not done so we would have been over here a lot sooner asking 
for more money. It is a very discouraging thing to have to come 
back and worry the committee with a supplemental. 

Mr. Preston. Thank you very much, Mr. Engles. 
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SUBCOMMITTEE ON DEPARTMENT OF THE INTERIOR AND 
RELATED AGENCIES APPROPRIATIONS 
MICHAEL J. KIRWAN, Ohio, Chairman 
W. F. NORRELL, Arkansas BEN F. JENSEN, Iowa 
ALFRED D. SIEMINSKI, New Jersey IVOR D. FENTON, Pennsylvania 
DON MAGNUSON, Washington ERRETT P. SCRIVNER, Kansas 


Wepnespay, Marca 2, 1955. 
DEPARTMENT OF THE INTERIOR 
NATIONAL CapiITaL PLANNING COMMISSION 


WITNESSES 


HON. DeWITT S. HYDE, A UNITED STATES REPRESENTATIVE 
FROM THE SIXTH DISTRICT OF MARYLAND 

HARLAND BARTHOLOMEW, CHAIRMAN, THE NATIONAL CAPITAL 
PLANNING COMMISSION AND CHAIRMAN OF THE NATIONAL 
CAPITAL REGIONAL PLANNING COUNCIL 

ROBERT E. McLAUGHLIN, CHAIRMAN, [PUBLIC UTILITIES COM- 
MISSION OF THE DISTRICT OF COLUMBIA 


WASHINGTON REGIONAL Mass TRANSPORTATION SURVEY 
Amounts available for obligation 


Estimate, Estimate, 
1956 957 


| Actual, 1955 





Appropriation or estimate 
Unobligated balance brought forward 


Total available for obligation 


Unobligated balance carried forward | —65, 000 | 


Obligations incurred 160, 000 


Obligations by activities 


Estimate, 


Actual, 
1955 956 


Description 


Mass transportation survey $175, 000 $160, 000 


Obligations by objects 


Actual, Estimate, 


Object classification 1955 1956 Estimate, 


| 1957 


SUMMARY OF PERSONAL SERVICES 
Tots al number of pe rmanent positions DD cll alba bpetcidtinalet dak 


Siauber of emaplopens Gi I ad ti A 


Average salaries and grades: 
General schedule grades: 
Average salary $7, 102 
Avérage grade GS-11.0 


$7, 134 $7, 315 
GS-11.0 | GS-11.0 








Personal service obligations: 
Permanent positions 7,103 $28, 445 $29, 220 
Regular pay in excess of 52-week base ; Libaatde ceel 284 293 


Total personal service obligations........._...........- 7,103 | 28, 729 29, 513 





Personal services.__- 


Travel 


Communication services 
Printing and reproduction: 
Blueprinting, photostating, etc___-- 


Other 





Other contractual services..........--------------------- 
Stenographic reporting services- -.---..-..-- 
Services pe rformed by other agencies 5 ; 
Employee’s Group Life Insurance Act contribution. 


Supplies and materials_- 


Equipment-.- 


Sa en 


7, 103 | 
1, 000 
150 


1, 000 





28, 729 





2, 000 
600 


2, 000 
20, 000 
100, 000 
2, 127 
4, 000 
104 

200 

240 


160, 000 


2y, 513 
800 
350 


626 

2, 900 
25, 000 
1, 250 
4, 150 
104 
167 
140 


65, 000 
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Mr. Kirwan. We will take up the proposed supplemental appro- 
priation for the National Capital Planning Commission, contained in 
House Document 88. 

Congressman Hyper. Did you wish to make a statement? 

Mr. Hype. Yes; 1 do, Mr. Chairman. 


GENERAL STATEMENT OF CONGRESSMAN DEWITT 8S. HYDE 


Mr. Hype. DeWitt S. Hyde, Sixth District of Maryland. 

Mr. CuarrMan, I wish to address your attention particularly to the 
item in the proposed supplemental appropriation for the fiscal year 
1955 appearing on page 8 under the heading of National Capital 
Planning Commission. 

The item calls for $400,000 for a study to be made or a survey and 
study to be made of the present and future mass transportation needs 
of the National Capital region. 

That request grows out of a great deal of study and controversy 
made in recent years over the mass transportation situation in and 
surrounding the Nation’s Capital. 

Such a study is long overdue. I would say it is probably 10 years 
overdue. 

Most big cities and large urban metropolitan areas have made such 
studies in recent years, and it certainly is sorely needed for the 
Washington metropolitan area. 

I strongly urge favorable consideration of that item on the com- 
mittee and make, Mr. Chairman, this suggestion for additional 
language in the item appearing here on page 8 as follows: 

After the word ‘‘President”’ on the sixth line of that item, I suggest 
that there be inserted this language: “(report and recommendation 
to be made on the advisability of and need for one agency to regulate 
mass transportation in the said region on or before January 4, 1956. )”’ 

That is the end of that insertion. That is just for the purpose of 
getting a report on that particular question because it is one of the 
most urgent things that is needed in my opinion and in the opinion 
of many of the authorities, and the purpose of setting that time is to 
give the 84th Congress the opportunity to act on that question so that 
there will be no further delay. 

Mr. Kirwan. Does that complete your statement? 

Mr. Hyper. That, Mr. Chairman, completes my statement. 

Thank you, Mr. Chairman. 


GENERAL STATEMENT OF THE COMMISSION CHAIRMAN 


Mr. Kirwan. Mr. Bartholomew, do you have a statement? 

Mr. BartHotomew. My name is Harland Bartholomew. I am 
Chairman of the National Capital Planning Commission and happen 
also this current year to be Chairman of the National Capital Regional 
Planning Council. 

I have no written statement, Mr. Chairman, but I will state fairly 
briefly from some notes the situation with respect to this appropriation. 

The purpose, as stated in the President’s message, and I believe 
quoted in part by Congressman Hyde just now, is jointly to conduct 
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a survey of the present and future mass transportation needs of the 
National Capital region and to report their findings and recommenda- 
tions to the President. That language is rather important, partic- 
ularly the latter. I will return to it a little later. 

As I am sure you are well aware, the form and character of cities 
has been pretty largely determined by transportation and in quite 
recent years there has been a very radical change in the matter of 
urban transportation through the introduction of the automobile 
which has had the effect, of course, of spreading our cities over an area 
which is about 10 times greater than we have ever had before. 

The physical area of the cities has expanded almost overnight about 
1,000 percent, but the spread of course means that population density 
is very much thinner than it was before and that has produced a very 
serious effect upon our transportation companies. 

Meanwhile we have had an ever-increasing number of automobiles 
and registration is increasing tremendously and this is causing a very 
serious congestion on the public streets and raises the question as to 
whether we can continue to spend money for street widening and 
express highways and so on and still take care of the needs, and there 
is a growing conviction I think on most everybody’s part and a realiza- 
tion that something more needs to be done in the mass transportation 
field. 

We should have a new approach and a new study. By this I do 
not mean that we need necessarily cut off at this point or some near 
future point of making provisions for automobile traffic. We are 
going to need both, and we think we must have both and not continue 
to try and solve all of our transportation needs merely by individual 
automobile transportation. 

In 1952 while I personally was still acting as consultant to the 
National Capital Planning Commission my office submitted a report 
on this subject which was entitled ““An Approach to the Mass Trans- 
portation Problem.” This showed, for example, that between 1930 
and 1950 the population of the area increased about 116 percent but, 
as I said before, the urban area increased something over 1,000 per- 
cent. This therefore means that the transportation problem has 
very definitely become a regional problem and not merely a District 
problem and a matter not merely of providing the facilities but also 
the organization, the administration, and the regulation, as stated by 
Congressman Hyde, which have to be approached also on a new 
basis which is this new urban area or regional basis. Today we have 
3 different utility commissions attempting to regulate transportation 
and different standards of service and no unified overall approach 
which we must have if we are to meet some of the needs that are 
anticipated in the directive set up here. 

* I do not have the exact figures of what the automobile registration 
has been, but I do know that just in the last decade between 1940 
and 1950 the registration in the District itself for automobiles in- 
creased about 28 percent; whereas, in the fringe areas outside of the 
District the increase was 178 percent, so that you get from that an 
idea of what this growing problem of transportation is. Likewise, 
the increase between 1940 and 1950 populationwise was about 650,000 
people in the area beyond the District. That is a sizable city. It is 
really just about the population of Washington in 1930 for which we 
presumably should provide by transportation and that population is 
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going to increase. Consequently, the contemplated study by this 
supplemental appropriation is something that we should have. 

Ip this particular report it was suggested that the President appoint 
a special committee of seven which would have membership over- 
lapping both the people in the mass transportation field, the operating 
people, and the automobile, the automotive group. 

Likewise, it was suggested that beyond that it should include people 
in the political science field because, after all, we have a matter in- 
volved here of three political jurisdictions and, among other things, of 
control of land, land use, and the distribution of population within 
this ever-growing area and, if we do not have the right to combine 
those in the study, then our position will not be as good. 

Mr. Kirwan. What did you mean when you said “political 
science’’? 

Mr. BartHotmew. The relationship of governmental controls of 
utilities and to the distribution of population and land use within the 
area. 

Mr. Kirwan. I think the words ‘Government management” are 
better. 

Mr. Bartuotmew. I think so, too. I agree. I will not attempt 
to quote the objectives that were stated in that report because they 
are similar to the ones that are in the President’s message here. 

Following the preparation of this report and its adoption by the 
Planning Commission, Congressman Broyhill introduced legislation 
known as H. R. 2236, 83rd Congress in which it was attempted to carry 
out those objectives that were approved and recommended by the 
Planning Commission. 

In the course of the passage of that legislation, as you probably 
recall, it became consolidated with a regulatory bill and the matter 
of regulation became something of an issue and the bill was passed 
providing joint regulation in Maryland and the District, but omitting 
regulation within Virginia. Also the study phase of the bill was 
changed considerably. When the bill came before the President he 
felt that it was not an adequate bill. It was vetoed by the President 
on the grounds of this lack of areawide regulatory provisions and also 
because of a possibility of extending the authority of the Federal 
Government without adequate safeguards for certain State rights in 
the matter of regulation and such and also on the grounds that the 
study phase of the bill had become somewhat confused and needed to 
be more explicitly stated. 

He suggested that a new start be made rather than to accept 
legislation which he felt to be unsatisfactory. 

Interestingly enough, while this process was going on, the States of 
Virginia and Maryland, becoming more and more aware of the urgency 
of the situation, particularly in the matter of regulation, passed 
identical bills, a copy of which I have here, providing for what might 
be called a tripartite commission to go into the matter of regulation 
and that legislation, when signed by the Governors of each State, 
went into effect. The delegates are the 3 people from Virginia, the 
3 from Maryland, and 3 from the District of Columbia, who have all 
now been appointed and the group has met, elected officers, and is 
now under way. 

Mr. McLaughlin, the Chairman of the Public Utilities Commission 
of the District, is here, and I believe will make a statement about that. 
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He is one of the District’s three members of the tripartite Commission 
and has been elected Chairman of it. However, the legislation did not 
provide funds and there is a little problem there which can be handled, 
we believe, by this supplementary appropriation if the National 
Capital Planning Commission and the National Capital Regional 
Council (composed of 4 members from Maryland, 4 from Virginia, and 
2 from the National Commission) to cooperate and coordinate their 
work with that Commission. At this point, I would like to assure 
you, gentlemen, that that will be done because both Colonel Lane, 
Engineer Commissioner of the District, and I are members of all three 
bodies, that is, the tripartite Commission, the Regional Planning 
Council, and the National Capital Planning Commission, and we 
both agree that there must be very close coordination of this work. 
It is our intention that funds from this supplemental appropriation will 
be used for the studies that overlap the functions of the several 
commissions, that is, the studies to provide for an overall plan 
would also provide material needed for the regulatory phases. 

Now, since the President vetoed the bill, numerous conferences 
have been held between the Members of Congress from the area, 
Congressman Hyde, Congressman Broyhill, and also with certain 
officials engaged or concerned with transportation in both Maryland 
and Virginia, the District Commissioners, and the planning agencies 
and the Bureau of the Budget. We have had numerous conferences 
to discuss this matter, and I think there is now rather unanimous 
opinion and realization and agreement that this work can be done 
and can be done satisfactorily under this requested appropriation. 
Public Law 592, which reconstituted the Planning Commission and 
created the Regional Planning Council, sets forth specific duties 
and powers of both bodies as to mass transportation so that we are 
all satisfied that there is no need for an additional act of Congress, 
provided, of course, funds are made available for this study by the 
Planning Commission and the Council with the Tripartite Com- 
mission coordinating with them. ‘The original purpose of what might 
be termed a high-level commission as contemplated by the act formerly 
before Congress will be achieved since the studies that will be under- 
taken and the report made will be transmitted to the President. 
This will also prevent overlapping and inconsistencies of functions. 
It will unquestionably be at the highest level. We do not think 
there is need for additional authorizing legislation. 

I will not take the time either to read the specific sections in Public 
Law 592 that relate to this. I am sure that you gentlemen know that 
they are there. 

I will now conclude what I have to say with respect to the justifi- 
cation of it. I see you have the green sheets there but if you gentle- 
men do not have the explanatory material that went with it, I have 
2 typewritten copies of that, which is a 2-page statement setting forth 
specifically the work to be done. 

As to the use of the funds, I may say that there is relatively little 
precedent for this type of work. Since we initiated the need for these 
studies and since this first report was published in 1952, a similar 
problem as to mass transportation studies has been discussed in quite 
a number of other large metropolitan areas. Two of them have pro- 
ceeded to take action to undertake studies similar to what we have 
been talking about. 
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One is in the New York area for the north Jersey section of the 
New York metropolitan district and the other is in San Francisco. 

We have communicated with them and find that their approach is 
very, very similar to what we have been discussing here. These are 
the three major things involved. One is the determination of the 
area which is to be served and the population, and location of it, 
which will be found within that area, not merely today, but, say, in 
a 40-year period for which you should be planning. Also within that 
area there must be a determination of what the land-use controls are, 
such as what the zoning will be, so that it can determine what that 
population load is and what its need are. You might call that regional 
planning. 

The second has to do with the determination of the probable traffic 
that one could anticipate might use mass transportation. It would 
correspond to what we call origin and destination counts in highway 
surveys. 

And the third, of course, would have to do with the actual drafting 
of a specific plan with some preliminary estimates of cost which will 
vary, of course, depending on the time factor in undertaking any 
construction, and more or less specific plan and determinations with 
respect to operation. 

Then, of course, that would be supplemented by recommendations 
as to what should be done in the way of additional legislation or other 
actions that would help put the plan into effect. 

I may say for your information that the estimated cost for the 
study in the North Jersey section of the metropolitan area is $500,000 
and the estimated cost in the San Francisco area is $600,000. It was 
interesting to us after we had made these estimates to get this specific 
information from San Francisco as to the breakdown of their costs. 

The first part in that particular area was $125,000, the second 
$200,000, and the third $275,000, making it $600,000. Ours partially 
eliminates the first part because of the fact that we are going to make 
use of existing planning agencies. That is, we do have some funds in 
our estimates for further delineation of the regional-planning work 
which would be covered by the $125,000 in the San Francisco allot- 
ment covering the first part of their program. The second of their 
costs was $200,000 for origin and destination studies. 

The third part of our job we would do through engagement of 
specially qualified engineers in fields such as subway, rapid transit, 
bus, automotive, and other design features, as well as the type of 
people that I spoke of in the fields of government and utility opera- 
tions that ¢ould assist us in the matter of regulation. 

That, Mr. Chairman, I believe summarizes the point of view. 


NEED FOR ENTIRE COST AT THIS TIME 


Mr. Kirwan. Why is all the money needed at this time? 

Mr. BartHotomew. For the reasons that I just mentioned, we will 
have to call upon experts. The planning commission and the regional 
council do not have a subway or rapid-transit designer among the 
membership or staff. Thus, our procedure will be to engage various 
engineering specialists in the fields. 

Mr. Kirwan. I understand that. You are only going to use 
$175,000 in this year? Is that correct? 
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Mr. BartrHotomew. Yes. 

Mr. Kirwan. Why ask for the entire $400,000 at this time? 

Mr. BartrHoLtomMew. Well, out of the $400,000, we estimate that 
$275,000 will be covered by engineering and consulting contracts. 
Much of the work which will not be performed within the first year 
a contracted for at or near the outset unless we are to delay 
greatly. 

Mr. Krrwan. Remember this Nation builds huge dams. We do 
not appropriate the entire cost in 1 year. Contracts are involved, but 
we do not say here is the billion dollars; go ahead and build it in the 
next 10 years. We are talking of a balanced program. 

Mr. BartTHOLOMEW. I will answer you by saying that as near as we 
can estimate now without having endeavored to enter into specific 
agreements with different specialists in the engineering field we esti- 
mate that the sum of the contracts we will make will be $275,000 or 
thereabouts. 

Mr. Kirwan. You are going to let contracts and you are going into 
other fields. Could this go under the regular 1956 budget? 

Mr. BartHoLomew. The present situation is so deplorable that we 
should begin this spring as early as possible and not wait until July. 
Also it will take time to select and employ consultants. We expect 
to expend or obligate this money within a 2-year period at least as 
much as we need but the engagements and commitments must be 
made at or near the outset. 

Mr. Kirwan. You are requesting $175,000 for use in one year, 
$160,000 in the next, and then $65,000, that is your 3-year program. 

Mr. BartTHotomMew. We cannot do it any faster. 

Mr. Krrwan. I am not asking you to do it any faster. The point 
is why do you need $400,000 at one time. This is a huge Government 
and all agencies want some funds. Everyone is coming in for a certain 
portion of money and you are coming for an item and want all of, it 
at one request. 

Mr. BartHotomew. I am sorry if I am not quick in grasping your 
question. I think the answer to that is that we will have to contract 
for this which will take some time and we cannot obligate funds before 
they are appropriated. 

Mr. Krrwan. I understand this. We had to contract for the Grand 
Coulee. All of the large projects are done through contracts. There 
may be legislative action or other development later that could change 
your entire program. 

Mr. BartHotomew. Mr. Chairman, we discussed this thoroughly 
with the Budget Bureau and they raised no objection. 

Mr. Kirwan. But you are not with the Budget Bureau now. You 
are up here at the committee. I am trying to find out why you 
need the entire amount at this time. 

Mr. BartHo.tomew. If we can have the several amounts, for 
instance, $225,000 in a supplemental for use in fiscal year 1955, and 
$110,000 in 1956 and $65,000 in 1957, all to remain available until 
expended, we will get through. Of course, this would be in reliance 
on the first appropriation language containing contract authorization 
for the balance to be appropriated respectively in fiscal years 1956 
and 1957. 

Mr. Kirwan. $225,000 in 1 year. 

Mr. BarTHOLOMEW. Yes. 
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Mr. Maanuson. Will the $400,000 cover the entire cost of the 
survey? 

Mr. BarTHoLomew. We anticipate that $400,000 will. We will 
save what we can out of that because we do not propose to hand it 
all to one firm and say “You do the job for that sum.” We are going 
to engage specialists. 

Mr. Kirwan. Do you wish to make a statement, Mr. McLaughlin? 


GENERAL STATEMENT OF THE CHAIRMAN OF THE PUBLIC UTILITIES 
COMMISSION 


Mr. McLavauuin. Yes, sir. It will be very brief. Mr. Chair- 
man, Mr. Bartholomew has made such a complete statement of the 
general background. 

My name is Robert E. McLaughlin. I am chairman of the Public 
Utilities Commission of the District of Columbia. I want to say that 
as chairman of the Joint Commission to Study Passenger Carrier 
Facilities and Services in the Washington Metropolitan Area, which 
is the tripartite Commission, that Mr. Bartholomew mentioned a 
few moments ago, and instructed by that group to come in and state 
that a resolution was adopted on Monday the 28th of February 
favoring the approving of this legislation and also we pledge our utmost 
cooperation. 

I think the record already contains a resolution of the National 
Capital Regional Planning Council covering their agreement to co- 
operate with this tripartite body. This group has been set up under 
these joint resolutions passed by the legislatures in Maryland and 
Virginia which also called upon the governing body of the District 
of Columbia to appoint three members to sit in as members of the 
Commission for the purpose of studying the adequacy of mass trans- 
portation in the metropolitan area, the cost of it, that is the first; 
and also the question of what type, if any, joint political body should 
be set up to regulate transportation in the metropolitan area, what 
jurisdiction should be given it, what duties, and so forth. 

Now, we have had our organizational meetings and we have staff 
action being taken both on the political question and on the facts 
involved. We are going to be prepared by the time this group is 
ready to work to hand this group all of the basic facts to start off with, 
and we are going to work religiously on the legal and political ques- 
tions. As the chairman may not be aware, there have been serious 
political questions raised in the past, especially with respect to the 
State of Virginia on joint regulation and our Virginia member has 
also what appears to be already a very workable plan which I think 
is several steps forward right in the beginning. In other words, 
heretofore the jurisdiction that was giving the most trouble politically 
is now coming forward with the proposed solution. 

Mr. Kirwan. The two States and the District are all meeting 
together. 

Mr. McLavueuuin. Yes, sir. We expect to work very closely with 
this group, and I think that we will be turning, the two-State con- 
tingencies, at least, will be turning in interim reports to their legisla- 
tures at the beginning of the next year. They expect to work parallel 
to this other group, these other two groups, in their work, and I think 
that much will come out of the legal and political work that will be 
done by this joint commission. 
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FORMATION OF THE DISTRICT OF COLUMBIA 


Mr. Steminskl. Is there listed anywhere for the purpose of newer 
Members of Congress the original reason why the District of Columbia 
was set up as a District without a vote? What are the historical 
origins of this area? Was it envisioned by whoever planned this town 
that this would be a depository or repository of national shrines, 
national buildings and that the economics of the situation is inde- 
pendent of that concept and hence there was to be no vote here? 
Can you state for my benefit just how it was that the District of 
Columbia was organized? 

Mr. McLaveuuin. I would be glad to. 

In the Constitution, the Congress has the exclusive legislative power 
over the District of Columbia and one reason that they came out into 
what was then a wilderness and away from Philadelphia and those 
cities was that Congress had found that it could not peaceably assemble 
in those ares. There were too many hangers-on. They were threat- 
ened when they had certain bills up. They were afraid to leave the 
Halls of Congress if they took certain action. They set aside this 
area down here. 

Now the first government here, that is, after 2 or 3 years of tempo- 
rary government by 3 commissioners, and that began in December 
1800, the first government for a couple of years was by these commis- 
sioners and from 1802 to 1812 there was government by an appointed 
mayor appointed by the President and an elected council, and from 
1812 to 1822 the government was by elected mayor. There is a 
point from 1822 to 1872 when the government was by elected mayor 
and elected council. 

Then in 1872, because of the great growth of population here, subse- 
quent to the Civil War, and the fact that the District just had not been 
planned out and was not growing properly to have proper public facili- 
ties for these people, and they were living in alleys and tents and every- 
thing else, they set up for a couple of years a territorial government 
which with a governor appointed by the President, Governor Shepherd, 
who was himself a contractor and with all of this new power here, 
issuing bonds and all that sort of thing, and this very energetic con- 
tractor as governor, and he was a great man without question, they 
did so many things for the city that they ran it so far in debt that it 
took Congress 50 years to pay them out after they took it back over, 
which was in 1876. 

In 1874, they put it under a temporary provisional commission 
government and in 1878 they made it permanent by some amend- 
ments just as it is now. It has been governed that way ever since. 

Mr. Steminski. You brought out what I thought was the case. 
This was called a district and set out originally for the convenience of 
the members of the government. Those who came to the District 
should have done so knowing that they were not coming here to settle 
a metropolitan area as we settled New York or to build another 
Tokyo or Berlin. 

Mr. McLavueuuin. The paramount use was for the convenience of 
the government. 

Mr. Sreminskr. Thank you very much. 
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RESOLUTIONS OF THE REGIONAL COUNCIL 


Mr. BarTHoLtomMew. May I submit two resolutions which were 
passed by the regional council and represent the action of the 
regional] council on this matter? 

Mr. Kirwan. They may be inserted: 


NATIONAL CapiITAL REGIONAL PLANNING CouNncIL Extract FroM MINUTES OF 
FEBRUARY 28, 1955 


RESOLUTION——-APPROPRIATION FOR MASS TRANSPORTATION STUDY 


Be it resolved, That the National Capital Regional Planning Council hereby 
wishes to go on record as follows with respect to metropolitan mass transportation 
problems because, although Public Law 592, 82d Congress, directed the Council 
to participate in making a complete survey and a study for the entire National 
Capital region, Congress has not appropriated funds for the project. 

The Council unanimously endorses the President’s request for the $400,000 
appropriation and the Council, if the appropriation is made, will make the neces- 
sary surveys and studies to produce, with the aid of competent and experienced 
engineering consultants, and adequate mass transportation plan for present and 
future needs and will make recommendations for such actions and legislation as 
may be required to effectuate the plan in cooperation with the National Capital 
Planning Commission and with the Trijurisdictional Transit Commission as 
well as other governmental agencies. 

I hereby certify that the foregoing is a true copy of a resolution unanimously 
adopted, with full attendance, by the National Capital Regional Planning Council 
at its regular meeting, February 28, 1955. 


RESOLUTION——-MASS TRANSPORTATION——-REGULATORY REPORT 


Be it resolved, That the National Capital Regional Planning Council hereby 
states that it will make every possible effort to aid and cooperate in the production 
of a report pertaining to recommendations for legislation or otherwise to effectively 
regulate and control metropolitan mass transportation functions which may be 
subject to regulation shortly after the convening of the regular session of Congress 
to convene on or about January 3, 1956, if a report is not made before: Provided, 
That the foregoing estimate of time is contingent upon the $400,000 appropriation 
being made available during the spring of 1955; be it further 

Resolved, That the Council agrees to work cooperatively with the National 
Capital Planning Commission and the Trijurisdictional Transit Commission 
which was specifically created for studving regulatory needs in making a com- 
posite inquiry as to whether or not additional or new regulatory methods are 
needed and if so what type. 

I hereby certify that the foregoing is a true copy of a resolution unanimously 
adopted, with full attendance, by the National Capital Regional Planning Council 
at its regular meeting, February 28, 1955. 


Mr. McLavauun. Mr. Cheatham brought to my mind the fact 
that I have not mentioned that both the President of the Board of 
Commissioners and the Engineer Commissioners authorize me to say 
that they approve this plan strongly. 

Mr. Kirwan. We are happy to have had you here. 
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Nationat Capitat PLANNING CoMMISSION 


WITNESS 


HON. JOEL T. BROYHILL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF VIRGINIA 


Mr. Steminski. Mr. Broyhill you may proceed with your statement. 

Mr. Broyuitt. It is not enough to appropriate $400,000 for some 
vague and undefined project. It is my hope, and I am sure the hope 
of most residents in this area, that the study be comprehensive and 
conclusive in all important phases of this vexing problem. Some 
partisans of a regional transit authority to regulate public transporta- 
tion in Washington and nearby Virginia and Maryland would ap- 
parently have the Regional Planning Council concentrate most of its 
attention on this particular matter. If this is done, then we are 
wasting our money. For the regulatory phase is only of secondary 
importance and it is the most controversial of all problems, which 
should receive equal consideration by the Council. 

It is my sincere hope that this subcommittee in authorizing the 
expenditure of $400,000 will write into the appropriation measure 
what this amount is to be spent for. I think you should specify that 
among other things that might occur to you, the Council should 
concern itself with the following: 

1. A long-range plan for at least three additional bridges across 
the Potomac River to meet the needs of commuters from a rapidly 
growing northern Virginia. The population in the nearby communi- 
ties of Alexandria, Arlington, Fairfax, and Falls Church is increasing 
by leaps and bounds. Indicative of this trend, the school population 
by 1960 will be double in most of these communities. 

2. Additional highways and bridge approaches should be provided 
to take care of the present and future heavy traffic load. 

3. Consideration should be given additional bypasses which will 
detour heavy trucks from Washington city streets, thus relieving 
traffic congestion. The recently authorized Jones Point Bridge is a 
case in point. By using this span, when completed, north- and south- 
bound trucks need not enter Washington at all. 

4. Public transportation is important. The Council should then 
determine the feasibility of fringe-parking lots to stimulate an ade- 
quate transportation system and to remove as many private vehicles 
as possible from the thoroughfares. It should determine the adequacy 
of the public transportation system and study methods for improving 
this service. It should also determine if consolidations are advisable 
to prevent overlapping of route and whether a reasonable transporta- 
tion authority can operate successfully without depriving any juris- 
diction of its sovereignty. 

5. The Council should inquire into the desirability of staggered 
hours of work for the thousands using the highways. Staggered work 
hours could relieve some of the heavy traffic congestion, but whether 
such a plan would be feasible is for the study group to determine. 

6. Special consideration should be given to the mass evacuation of 
the Nation’s Capital in the event of atomic war. This is in line with 
the civil-defense program and it seems to me that Washington should 
set the example for other cities to follow. 

Unless these problems are dealt with in a thorough fashion, then, 
in my considered opinion, this proposed investigation will be fruitless. 
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It will be just another study to be forgotten like other studies have 
been forgotten in the past, and we will have wasted $400,000 of the 
taxpayers’money. 

I sincerely hope that you will decide in granting this request to 
spell out the scope of this survey. If you do so then we can be positive 
that all phases will be carefully explored. Under these circumstances, 
this project can be very valuable. 


Fripay, Marcu 4, 1955. 


Spruce BupworM CoNnTROL 
WITNESSES 


HON. HENRY C. DWORSHAK, UNITED STATES SENATOR FROM THE 
STATE OF IDAHO 

HON. HERMAN WELKER, UNITED STATES SENATOR FROM THE 
STATE OF IDAHO 

HON. HAMER H. BUDGE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF IDAHO 

W. L. MILLS, SOUTHERN IDAHO FORESTRY ASSOCIATION 


Mr. Kirwan. Mr. Budge, the committee will be glad to hear you 
at this time. 

Mr. Bupar. Thank you, Mr. Chairman. 

Mr. W. L. Mills was expected here this morning to testify on this 
matter on behalf of the Southern Idaho Pest Action Council. That 
council is composed of the State agencies, the Federal agencies, and 
industry out there; in fact, just about everyone who is interested 
in the preservation of timber. 

Mr. Mills landed at the airport just about 15 minutes ago, and is 
on his way up here. He is actually the technical witness. 

Senator Dworshak, Senator Welker, and myself are all cognizant 
of the situation. We have a further interest in it other than the 
preservation of the timber, which does not appear on the surface, and 
that is that this timber, if it is not protected, will not hold the snow 
which is falling in our State now and which, as the chairman knows, 
we use, after it melts, for irrigation purposes downstream. 

Mr. Kirwan. You mean in the branches of the trees and the limbs? 

Mr. Bunge. Yes, sir, and the trees themselves by reason of the 
shade, and also the trunk and roots of the tree hold the snow. In 
some areas the snow stays the yearround. 

Of course, the greatest portion of it melts during the spring and 
flows down and fills our reservoirs, and then we use it in the later 
spring and summer months for irrigation. Without the forests, we, 
of course, would not have that irrigated acreage, of almost 3 million 
acres, which now exists in the State of Idaho. 

Some of the lands which are affected here are owned by the State of 
Idaho, and the legislature has passed an appropriation bill to pay for 
this same treatment on the lands owned by the State. 

All the spraying, I understand, will be done by the Department of 
Agriculture, but the State will pay for the treatment on the State- 
owned lands. 
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At the present time the loss from the killing of the trees, the actual 
timber loss from the spruce budworm is estimated at $6,370,000. 

Immediately threatened in this area on the Federal acreage of 
628,000 acres, is timber estimated to have a value today of 
$367 ,500,000, so the Federal Government has a very large stake in the 
preservation of this timber. Ultimately, if something is not done 
either by nature or by insecticides timber of a valuation of $858 ,340,000 
would, we estimate, be destroyed, and in addition to that, as I have 
previously explained, it would present a most serious situation for our 
irrigated acreages. I do hope that Mr. Mills arrives in time for the 
committee to hear him because he is familiar with the problem locally. 
He is connected with the Boise-Payette Lumber Co., which is one of 
the lumber companies which operates in the area, and he knows from 
firsthand knowledge, as a person in the area, what the situation is. 

So far as I know there is no one who would oppose this program 
and, certainly, it is for the protection of the Federal Government’s 
investment. 

These trees, and this land belongs to the Federal Government. We 
have no means to correct the situation other than to come to the 
Congress of the United States for protection of its property. 

Mr. Krrwan. Does that complete what you have to say, Congress- 
man? 

Mr. Bunge. Yes, thank you, Mr. Kirwan. 

Mr. Kirwan. Do you want to make a statement, Senator Welker? 

Senator WELKER. Congressman Kirwan, I am pleased to be per- 
mitted to appear before your committee. I sustain everything that 
Congressman Budge has heretofore stated. This is a vital area in 
which this great loss is now taking place, and will hereafter take 


place, unless we are helped. It is the area in which I live, and I 
know from firsthand knowledge of this devastation. 


WORK IN OREGON 


It is my understanding that the spruce budworm control work is 
highly effective in the State of Oregon, and I am referring the com- 
mittee to the spruce budworm control plan for 1955 in Oregon and 
Washington prepared by the Northwest Forest Action Committee 
of Portland, Oreg., November 1954, and I will insert this in the 
record, with the chairman’s permission as part of my remarks. 

Mr. Kirwan. All right. 

(The matter referred to is as follows:) 


REPORT FOR THE SOUTHERN IDAHO ForEst Pest Action CouNcIL REGARDING 
PROVEN Success oN Past USE or AERIAL SPRAYING IN THE CONTROL OF 
Spruce Bupworm Epipemic INFESTATIONS EXTRACTED FROM THE SPRUCE 
BupworM ConTROL PLAN FoR 1955 IN OREGON AND WASHINGTON PREPARED 
BY Nortruwest Forest Action CoMMITTEE, PORTLAND, OREG., NOVEMBER 
1954 

CONTROL ACCOMPLISHMENTS 


During the period 1949 to 1954 inclusive, six cooperative aerial spraying pro- 
jects have been recommended by the committee to control the spruce budworm 
in the most critical units of epidemic infestation. Except for the 1953 and 
1954 projects, these recommendations have been dispatched almost in their 
entirety in an orderly and effective manner. A lack of Federal funds prevented 
the needed treatment of the Malheur control unit in 1953 and 1954. 

The progress of the epidemic and the control measures to date are illustrated 
by graph | on page 3. During this program, the timber economy of the fir 
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region of Oregon and Washington has been safeguarded by the following specific 
re ee oe 

The epidemic, which started in 1944 and reached a peak of 2,276,000 acres 
in "1949, has been reduced to 1,034,440 acres; of which, 686,020 are are in the 
protection zone and 348,420 acres are in areas where no control work will be done. 

2. The acreage of heavy epidemic infestations was reduced from 887,000 acres 
in 1949 to 82,000 acres in 1951. Since 1951, the heavy infestations have in- 
creased to 245,760 acres, of which more than half is in the Malheur unit. 

3. General killing by the budworm has been restricted to less than 10,000 acres. 

4. Epidemic infestations have been eliminated in the western Oregon area and 
tree-killing was entirely prevented. 

5. Epidemic infestations have been eliminated from the eastern Oregon Cas- 
cade area and tree-killing has been kept to a low level. 

6. The control work has been so effective that less than 1 percent of the 3,220,000 
acres sprayed to date has had to be resprayed. 

7. The high degree of recovery of defoliated trees following spraying has been 
remarkable and clearly proves the beneficial effects of the program. 

8. Valuable watershed has been protected and a potentially serious forest 
fire hazard has been largely averted. 

The practicability of aerial spraying to control the budworm at a reasonable 
cost per acre has been demonstrated. 

Senator WELKER. I notice the senior Senator on my left has a large 
map here for the benefit of the committee. The State of Idaho is 
definitely interested in this because in this area we have probably 
one of the finest stands of spruce in the entire Northwest. I might 
be a bit prejudiced, as it comes from my area that I know so well. 
[t is a tremendous problem. 

As I testified before the Senate Committee on Appropriations a 
couple of years ago with respect to blister-rust control | felt then, and 
I feel now that this is one action which the Congress of the United 
States can take which will result directly in a benefit to our country. 
It will save the stand of timber and make it more valuable, and, in 
turn, when it is ready for harvest we will receive that which we 
richly deserve, the price which this stumpage should have. 

For western Idaho where the three of us are primarily from, and 
which is the area we are personally interested in, we are asking for 
$675,000. Senator Dworshak will explain that to you fully. He has 
a map to show you the areas, but I should say to the committee, in 
fairness, Mr. Chairman, that we are not asking for an appropriation 
for the spruce stands which have been affected, or will be affected, in 
what we call the wilderness, the primitive area of Idaho. As the 
doctor well knows, it is inaccessible to a human being unless he wants 
to ride many miles by horseback, as there are no roads there whatso- 
ever. It is proposed that we attack this infestation by aerial spray 
and also by ground men. 

As I say, we ask this committee to give consideration to an appro- 
priation of $675,000 for our spruce stand in western Idaho which has 
been infested. In northern Idaho and western Montana, and I as- 
sume you have already had this before your committee, but I shall 
relate it again, we join with Montana, and this northern Idaho area 
which may be also hurt by this infestation, in asking for $785,000. 

The State of Oregon is asking for $560,000, and the State of New 
Mexico is asking for $550,000, making a total of $2,570,000. 

I need not call to your attention the fact that labor and all seg- 
ments of the economy of our State will be affected if this timber is 
permitted to go to ruin and to rot, not only from the standpoint of 
the water loss that the C ongressman has so ably presented to you, but 
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it will mean the closing of these mills. It wil) mean that we are los- 
ing that stumpage that permits our mills to operate within this area, 
and the economy of the State of Idaho will greatly suffer. 

I think it is fair to assume that in the very immediate area wherein 
this infestation takes place some 60,000 people would. be affected. 
That does not mean much to you gentlemen who come from a large 
State, but in a State which has a population of a little over 600,000, 
you can well imagine the effect upon our economy there. Above all 
it is an economic measure, and I am sure you gentlemen realize that. 
It is something that is a real saving, and by virtue of the fact that 
it will be repaid to us many times, the Government will not lose a 
cent. In fact, it will make a profit. 

I think, Mr. Chairman, that will conclude my remarks, and I will 
be happy to answer any questions. 

Mr. Krrwan. You have made a nice presentation, Senator. 

Senator Weitker. Thank you. 

Mr. Kirwan. The committee will be very happy to hear you at this 
time, Senator Dworshak. 

Senator Dworsuak. I shall be very brief, Congressman. 

I am happy to join Congressman Budge and Senator Welker in 
urging the approval of this item of $2,570,000, of which $675,000 is 
earmarked for use in Idaho. 

I understand that the representatives of the Forest Service have 
made a technical presentation and have explained this, so that you 
probably know what the overall objective is. 

In addition to what has already been said in behalf of this proposal, 
I should like to call the attention of the committee to a brief statement 
which was made in the Senate report which accompanied the agri- 
cultural appropriation bill last summer for this fiscal year. 

The Senate committee restored $215,000 to the budget of approxi- 
mately $5 million for abetting forest pests, and the statement at that 
time has this very significant comment in it: 

The committee is advised that the spruce budworm is a great menace in the 
Montana-Idaho area, particularly in the Boise and Payette National Forests. 
The committee suggests that the Department apply a substantial sum for control 
work in this area. 

Now, $215,000 was added to the Research Office of the Forest 
Service for this fiscal year. 

At the moment I do not know what has been done in projecting 
this program so far. We are two-thirds through this fiscal year. 

I presume the Forest Service officials have already indicated what 
they have done, but I merely refer to that to show that the problem 
was very acute nearly a year ago, and that, as a result of additional 
surveys which were made ia that area last fall, the Department of 
Agriculture is making this additional supplemental request for funds. 

I think that the members of this committee are fully acquainted 
with the various aspects of this, particularly that this timber is owned 
by the Federal Government and that if it is destroyed by pests the 
Federal Government and the people will be the losers. 

There is cooperation by the State and by a few of the large private 
operators in contiguous territories. 

But in this map I have the purple shaded areas which are proposed 
for control in 1955. 

A year ago the Forest Service had a project on butterfly control 
and incidental spruce budworm control in the green area on the map, 
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and you can see that they are now faced with a more difficult problem 
in combating the pests in that large area. It doesn’t encompass 
much on the map, but it involves over a million acres of timberland 
owned by the Federal Government. 

I am not going to belabor you at this time. I know, having served 
on the committee and worked with you members of the Appropriations 
Committee, that when there is a real element of economy and urgency 
involved you are going to do the best possible job under the 
circumstances. 

I want to thank you for the opportunity which we have had on 
behalf of the State of Idaho in testifying on this. 

Mr. Bupae. I would like to introduce to the committee Mr. W. L. 
Mills of Boise, Idaho, who would like to make a few remarks and 
submit a statement for the record. 

Mr. Mitts. I regret very much that my plane was delayed. It 
just touched ground at 11 o’clock. 

I would appreciate the opportunity of presenting a statement to the 
committee. 

I am sure that the Senators and Congressman Budge have presented 
this matter already in full. 

It is a case of urgency in order to get contracts for the spring out in 
order to do the work at the proper time. There is only a 2-week 
interval during the year in which this can be done properly. 

Thank you very much. 

Mr. Kirwan. You are welcome. And we are glad to have had you 
with us. You may insert your statement in the record. 

(The statement referred to follows:) 


Gentlemen of the House of Representatives Interior Department Subcommittee 
of the Appropriations Committee, my name is W. L. Mills of Boise, Idaho, 
representing the Southern Idaho Forestry Association. 

Mr. Chairman, my appearance before you today is made possible through your 
courtesy in granting the request of Hon. Hamer H. Budge, Congressman from 
Idaho. I am appearing in support of a request for funds for a spraying project 
to eliminate a heavy infestation of spruce budworm on the Boise and Payette 
National Forests in southwestern Idaho. A recommendation for funds on this 
project is a result of aerial surveys and on the ground cooperative survey made 
by employees of the intermountain forests and range experiment statiors of the 
Boise and Payette Forests of the United States Forest Service, State of Idaho, 
Southern Idaho Timber Protective Association, and the lumber industries of 
southwestern Idaho. 

The present proposal calls for treatment in 1955 of 628,000 acres at a cost of 
$690,800. Approximately 98 percent of the timber involved is owned by the 
United States Government and the Federal share would be $674,800. The 
Idaho State Legislature, now in session, has passed, under suspension of rules, 
an appropriation bill making available $13,854 which will be the State’s share 
of the cooperative program. 

Combined efforts of last summer’s observations and a fall survey shows the 
current extent of 1954 infestation to be slightly in excess of a million acres. 
Excluding the isolated infestation in the Idaho wilderness area plus a few scattered 
spots which are only lightly affected, the area of infestation in Douglas fir, true 
fir and spruce types now totals some 623,000 acres recommended for spraying 
under this project. This area supports 5,250,000 thousand feet board measure 
of these species with a present stumpage value of $10,500,000 and a much more 
significant local lumber value of $367,500,000; 25 percent of the total timber 
volume on the Boise and Payette National Forest is immediately invol-ed. 

The Southern Idaho Forestry Association, which authorized my appearance 
before you today, was formed at the request of an Idaho Governor, who foresaw 
the need of cooperative action in forestry matters in southwestern Idaho. This 
membership consists of land and timber owners, sawmill operators, logging firms, 
and individuals who have a common and keen interest in operating their lands 
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or their facilities to earn a living and a return on their investment. The associ- 
ation membership became most active during August of 1953, and some of its 
members, along with officials of the Forest Service, on the advice of Congressman 
Hamer H. Budge, Senator Henry Dworshak, and Senator Herman Welker, of 
Idaho, developed a cooperative plan for the control of forest pestilence which had 
been discovered on Federal lands. By working closely together on committees 
and with the proper officials, the members found that they were able to overcome 
numerous problems. The activity was extended beyond the area of pest control 
to include the building of an emergency logging plan for 1954, to cooperate with 
the Forest Service in advising them on long-range timber-management plans in 
our area, and to discuss specific timber sale agreement terms so that the operators 
and the Government have a better understanding of the timber sale agreements 
and the operators’ problems. The important point of these activities has been 
to establish a long-range timber-management program by the Forest Service on 
which the operators in southern Idaho may depend. 

Most of the mature private and State timber in the more accessible areas has 
been removed. Only a few companies have mature timber in private ownership 
and unless that timber is supplemented by purchases from the Forest Service 
lands each year, the entire industry would soon become completely dependent 
upon the Forest Service. <A large portion of our population is primarily dependent 
or secondarily dependent upon the lumber industry for their economic well-being. 
In the past, any sizable reduction in lumber production in these dependent com- 
munities has immediately had an extreme and adverse effect on the general 
economy of the area. 

The present and future demand for timber from Federal Forest Service lands 
requires, over the long range, positive action to be taken to overcome the condition 
of over maturity in the timber and to get ahead of the continuing pest infestations 
which occur and reoccur. We are grateful to Congress and the Forest Service for 
the recently completed and highly successful pine butterfly control program, and 
the beginning of an access road program which will lead to harvest of these high 
risk forest stands. This program is a wonderful beginning for timber management 
in the southwestern Idaho area. As more roads are built, more areas can come 
under adecuate management and our industries will become more stable to better 
provide a stable tax base for existing and future programs. 

Another important reason for complete and adequate timber management, and 
again timber management made possible through access roads in our southwestern 
Idaho area, is need for water production. To an important extent, the areas that 
are producing timber in southwestern Idaho are the areas on which snow is stored 
and which later produces the water to fill our streams and reservoirs and to irrigate 
the fertile valleys of the Weiser, Boise, and Payette Rivers. Again, healthful 
vigorous growing timber will conserve more water. 

We appreciate your help in securing a program which saved our pine buttefly 
threatened stands. Nature never rests, however, and this new pest is threatening 
even larger areas of overmature national forest lands—the spruce budworm. 
You have been hearing about this pest from Oregon, Washington, north Idaho, and 
Montana for some time. South Idaho has had this pest for several years, but 
we have been forced to live with him even though we disliked such an association. 
Now this moth is spreading over large blocks of mixed timber stands in south- 
western Idaho. Some areas are in their third, fourth, and even fifth years of defolia- 
tion by this insect. Some young trees are already beginning to top kill from 
recurrent attacks. 

During the pine butterfly spray job, it became evident that we could control 
this spruce budworm by aerial spray attack. A large and heavy population 
incident to the pine stands sprayed for butterfly were wiped out by this butter- 
fly spray program. We have waited as long as we dare for nature to restore 
the balance in these stands—for predators and parasites to equalize the popula- 
tions. Now we have to spray or lose a tremendous backlog of timber. The 
pine was saved for future harvest by one spray job; now we must protect the 
mixed timber reserve, for the pine alone cannot support the existing installed 
mill capacity. The mixed stands are on north slopes and at high elevations in 
southern Idaho. As such, they perform a vital job in protection of our water- 
sheds and providing a reservoir for gradual melt and release of underground 
water which is used for irrigation and other purposes in the fertile agriculture 
lands below. Proper logging practices can perpetuate this use and open the 
areas to fire protection so they can continue this service. 

I have mentioned that the State of Idaho has already appropriated funds to 
carry out its share of the spray program. It is not feasible to spray unless the 
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entire blocks of forest lands are covered, including national forest lands, State 
lands, and privately owned timber. In this case only a few small tracts of 
mining claims are involved. 

Recommendation on behalf of the Southern Idaho Forest Pest Action Council 
was withheld while field study was being completed and until satisfactory assur- 
ance was obtained that spraying the timber areas infested with insects was a 
positive method of controlling the insects and that spraying was necessary in 
order to prevent killing of valuable timber within infested areas and to prevent 
its spread throughout the other southern Idaho timberlands. Now that it has 
been finally determined that it is necessary to kill these insects by spraying, it 
becomes urgent to proceed with the program in order that the preliminary activ- 
ities of mapping and contracting with operators can be accomplished prior to 
the critical 2-week period sometime in June when the actual spraying is to be 
accomplished. It is also important that the program proceed promptly in order 
to save the United States Government money by the establishment of a well- 
coordinated and planned program and before the infected area becomes larger. 

On behalf of the Southern Idaho Forestry Association and the citizens of Idaho, 
whose lives are so vitally dependent upon the Forest Service timber stands, | 
appeal to you for the appropriation of funds to spray the spruce budworm infested 
lands of our southwestern Idaho forests. The need is urgent and an extreme 
emergency exists. We respectfully urge you to approve the request before you. 


Fripay, Marcu 4, 1955. 


BuREAU OF INDIAN AFFAIRS 


WITNESSES 


HON. LEE METCALF, A REPRESENTATIVE IN CONGRESS FROM THE 


STATE OF MONTANA 
HON. ORVIN B. FJARE, A REPRESENTATIVE IN CONGRESS FROM 


THE STATE OF MONTANA 
MARY M. CONDON, STATE SUPERINTENDENT OF PUBLIC INSTRUC- 


TION, MONTANA 
HARRY H. CLOKE, SUPERINTENDENT OF SCHOOL DISTRICT NO. 


9, MONTANA 
P. C. CRUMP, SUPERINTENDENT OF SCHOOL DISTRICT NO. 28, 


MONTANA 
WILLARD J. SMITH, SUPERINTENDENT OF SCHOOL DISTRICT 


NO. 14, MONTANA 
A. L. DEAN, SUPERINTENDENT OF SCHOOL DISTRICT NO. 25, 


MONTANA 
ALICE FOSSEN, SCHOOL SUPERINTENDENT, ROOSEVELT COUNTY, 


MONTANA 
H. L. SAYLER, SUPERINTENDENT OF SCHOOL DISTRICT NO. 17, 


MONTANA 
EpucaATION OF INDIANS IN MONTANA 


Mr. Kirwan. Do you have a statement, Mr. Metcalf? 

Mr. Metcatr. No; I have no statement, Mr. Chairman. All of 
the witnesses here have statements. Miss Condon has the principal 
statement, and the others have briefer statements to present. I would 
like to have those statements inserted in the record and let them make 
summaries of their statements in the order of their appearance. 
Miss Condon will make the principal statement. 
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STATEMENT OF MISS MARY M. CONDON 


Mr. Kirwan. You may proceed, Miss Condon. 

Miss Conpon. My name is Mary M. Condon, and my official 
capacity is State Superintendent of the State Department of Public 
Instruction for the State of Montana, and executive secretary for the 
State board of education. 

This hearing has come about through a resolution which was sub- 
mitted to my office by 35 school districts in Montana with Indian 
education contracts. This is herewith submitted as ‘Montana 
Exhibit A.”’ 

This hearing is asked for at the request of the school districts in 
Montana which are affected. They asked that I present this informa- 
tion to the committee. 

To give you a little background, Montana has 7 Indian reservations 
with 3 million acres of tax-exempt Indian lands and approximately 
25,000 people of Indian blood. There are approximately 5,000 
children of Indian blood enrolled in the public schools of the State. 
Of this 5,000 there are 3,046 of these pupils who are classed as eligible 
for reimbursement because they have one-fourth degree of Indian 
blood or more and have residence on tax-exempt Indian land. 

The other 3,000 pupils are enrolled in public schools away from the 
Indian reservations and are not reimbursable because there is no 
tax-exempt Indian lands in the school district. 

During my administration as State superintendent of public instruc- 
tion our staff has assisted in the transfer of the Lodgepole School from 
the Bureau of Indian Affairs administration to the local school 
administration. 

The same type of a transfer was brought about in the Heart Butte 
school district. In both instances the enrollment of the school more 
than doubled immediately after the schools came under local school 
district administration. 

In the case of the Heart Butte School the enrollment has increased 
from 30 pupils to over 100 pupils in 3 years. What was formerly a 
1-teacher school is now a 4-teacher school. It is interesting to note 
how children prefer to go to a public school. This particular school 
district, the Heart Butte School district has a taxable valuation of 
$20,000 and 1 mill tax levy will bring only $20. You can see that 
they cannot possibly operate their school on their local tax income. 

I personally had to go to the bank and arrange credit for this school 
district so that the teachers could get paid when the school district 
assumed jurisdiction over this school because there was no cash 
balance to finance the budget until reimbursements were available. 
The total budget is financed as follows: 

The State of Montana finances one-third of the cost of this school 
and Pondera County finances another third of the budget while the 
Bureau of Indian Affairs is requested to finance the other third. 

This school will probably have to close if the Bureau of Indian 
Affairs fails to provide its share of the reimbursement. This school 
is in a fullblood community and 98 percent of its pupils are eligible 
reimbursable pupils of Indian blood. 

If the Heart Butte School District No. 1 in Pondera County is 
compelled to raise the deficiency income for their budget this year, a 
tax levy of 175 mills will be necessary. A similar situation exists at. 
Lame Deer and several other reservation school districts. 
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Under the Montana system of financing education one-third of the 
cost of the operation of the school comes from the county, one-third 
from the State, and in non-Indian districts, one-third from the local 
property taxes. 

There is a history behind this hearing. The meeting of the Educa- 
tion Division of the Bureau of Indian Affairs held in Minneapolis 
with State directors of Indian education, August 1953, did not discuss 
any changes in the criteria for public school reimbursement. 

The meeting with State directors of public Indian education at 
Brigham City, Utah, in 1952 did discuss criteria for measuring Indian 
education reimbursement and concluded with the general statement 
that the criteria for eligibility for reimbursement to local school dis- 
tricts should be, “local effort sufficient to qualify for State equalization 
funds.”’ 

On August 6, 1953, an official notice came from the area office of the 
Bureau of Indian Affairs that the criteria for eligibility by local school 
districts for Indian education reimbursement would be a tax levy 
equal to the State average tax levies of all school districts in the State. 
This notice came too late for school districts in the State to build 
their budgets to fit the criteria. 

Budgets had been made and had been approved by the board of 
county supervisors the last Monday in July by law, and tax levies had 
been officially set before the information could be transmitted to the 
school district officials. 

The practice in Montana has been to apply Indian education 
reimbursement to the budget as a cash balance. The variation in 
the reimbursement from year to year had made this practice necessary. 

The reimbursement from Indian education was placed in the cash 
balance of the school district and applied as income the following year 
as a cash balance. This policy resulted in sound financial practice 
and assured the school district of sufficient funds to meet budget 
income needs. 

The area director of the Bureau of Indian Affairs and his assistant 
were advised of the predicament brought about by the August 6, 
1953, notice and the lack of equity in this type of an approach. The 
area director was further advised of the unsuitability in this type of 
criteria in the Montana school finance structure. 

I said to Mr. Fickinger, the old area director, ‘‘Your criteria do not 
fit the State of Montana’s financing; they do not fit our State laws, 
and you did not consult with anybody from any State before those 
criteria were adopted, and they are in conflict with the laws of the 
State of Montana,” and he said, ‘‘The State of Montana did not ask 
the Indian Bureau before they passed their laws.’ I shall refrain 
from telling you what comment I made to him after that statement. 

The principal objections to the criteria are included in Montana 
exhibit B. 

A communication written November 27, 1953, by the former area 
director of the Bureau of Indian Affairs indicates the lack of under- 
standing of Montana finance for public-school districts. This is illu- 
strated in Montana exhibit C. 

A meeting was held between the members of my staff and officials 
from the area office of the Bureau of Indian Affairs in Billings on 
October 23, 1953. There was no progress made at this meeting because 
the requests for the year of 1953-54 had not been analyzed in the 
area Office. 
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Another conference was held on January 5, 1954, in my office in 
Helena between officials from the Bureau of Indian Affairs and my 
staff to discuss contract problems. 

The Bureau officials were advised of the problems in the application 
of the criteria and the unwise distribution of Indian education funds 
through the use of the State average tax levy. As a result of this 
conference the officials from the Bureau of Indian Affairs area office 
submitted at a later date, an amended criteria: 

The State average or the previous year’s district tax levy, whichever was the 
higher, would be used as the basis for eligi ility, and measuring the need for 
Indian education reimbursement to school districts. 

Subsequent meetings were held and a contract was signed on May 
12, 1954, after all the criteria were apparently discarded. Some of 
the decreases in cash reserves forced school districts to register their 
warrants at the end of the year, because of insufficient funds, which 
is the same thing as borrowed money since interest, usually at the 
rate of 6 percent, must be paid. 

The final contract for the year 1953-54 showed an increase of 
$149,182.61 above the first proposal from the Bureau of Indian 
Affairs area office in December 1953. Mr. Harry Cloke, superin- 
tendent of schools at Browning was present at this meeting as well as 
successive meetings. 

This hectic background formed the basis for the approach to the 
present application of the Federal criteria for reimbursement from 
Indian education funds in the State of Montana. 

After we got the contract for the 1953-54 year settled in May 1954, 
on May 27 ‘of that year a meeting was held in the area office of the 
Bureau of Indian Affairs in Billings, between officials of this office and 
members of my staff and superintendent of schools, H. R. Salyer of 
Hardin, Mont., and P. C. Crump of Ronan, Mont. 

The basic interpretations were agreed upon as listed in Montana 
exhibit D. 

At that meeting we agreed on the list of interpretations for imple- 
menting the criteria. 

At this meeting on May 27, 1954, Mr. Salyer and Mr. Crump 
requested confirmation that the amounts indicated by criteria would 
be provided to the school districts by the Bureau of Indian Affairs 
if these amounts were included under income in the budget. 

They further stated that if the amounts budgeted were not provided 
the various school districts would be in terrible financial condition. 
Mr. F. M. Haverland assured the group that the money would be 
forthcoming and advised them to budget as directed by the area office 
of the Bureau of Indian Affairs. 

Another meeting was held in Helena on August 2, 1954, which was 
attended by Mr. Paul Fickinger, area director of the Bureau of Indian 
Affairs, Mr. F. M. Haverland, assistant area director, and 26 school 
administrators from school districts with tax-exempt Indian lands 
and pupils of Indian blood. 

The interpretations were discussed one by one by Mr. Fickinger 
and Mr. Haverland. Sample budgets were computed and Mr. 
Fickinger was asked if the reimbursement would be provided by the 
Bureau of Indian Affairs in the amounts indicated by the criteria and 
if they must be included under ‘“‘Income”’ in the budget. The group 
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was assured that the necessary money would be provided and the 
amounts requested must be included under “Income” in the budget. 

During September 1954, the budgets from the various school dis- 
tricts were assembled and submitted to the area office of the Bureau 
of Indian Affairs at Billings, Mont. These requests totaled $631,280. 

On September 8, 1954, the State department of public instruction 
was advised that the area office of the Bureau of Indian Affairs had 
available $360,000 for a reimbursement contract in Montana for the 
school year 1954-55 to meet the budget needs of the school district. 
This was after the budgets had been approved and tax levies set and 
no further alteration was legally possible. The various school districts 
were immediately advised in regard to the situation. Another 
conference was held in the area office of the Bureau of Indian Affairs 
at Billings, Mont., on November 12, 1954. 

By this time we had a new director, Mr. Cooper, whom we like very 
much. Besides the officials from the area office of the Bureau of 
Indian Affairs, I had members of my staff, and Mr. Crump, super- 
intendent of schools, Ronan, Mont., present. The problems con- 
fronting the local school districts were discussed. 

We explained the situation to them, that the deficiency could have 
been prevented if the school districts had been permitted to use the 
cash balance technique of previous years, but when the school districts 
were forced to place Indian education reimbursement under income of 
the school district budget the situation became critical. 

The total reimbursement is necessary or deficit spending will be 
necessary. Many of our school districts will be confronted with a 
serious financial problem at the end of the school year unless these 
funds are provided. Mr. Crump, Superintendent of Schools at Ronan, 
on the Flathead Reservation, and Mr. Cloke, Superintendent of 
Schools at Browning, on the Blackfeet Reservation, and Mr. H. R. 
Salyer, Superintendent of Schools at Hardin on the Crow Reservation 
will testify in regard to the critical local situation which will arise. 

The State of Montana feels that this has become a Federal respon- 
sibility through the administration of the former area director of 
the Bureau of Indian Affairs office in Billings. The school district 
officials were assured on several occasions that the necessary funds 
would be forthcoming. The State department of public instruction 
for the State of Montana has acted in good faith and has advised 
the Bureau of Indian Affairs in regard to the problem which would 
arise under this kind of administration. 

For example, the year which they selected to enforce this criteria 
of the average annual State tax levy was the year in which Montana’s 
average State tax levy for schools was low because of a bonanza which 
the schools received in the amount of some $6 million derived from the 
sale of oil leases on our State school lands, and this money was dis- 
tributed to the schools and used to decrease the State tax levies. 
Therefore, under their criteria, we were forced to ask for considerably 
more money than had ever been forthe ‘oming before from the Bureau. 

The State department of public instruction submitted, at the request 
of the Bureau of Indian Affairs a plan for Indian education reimburse- 
ment in August 1953. This plan is the plan in use in South Dakota 
and it is presented here as Montana exhibit E. 

This plan can be financed for an amount of approximately $375,000 
per year. We believe that it is sound in principle and will achieve 
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the ends desired by the Federal Government and also satisfy the school 
districts. The plan will permit the computation of Indian education 
reimbursement without interference with the local administration of 
the school district. 

No action has been taken on the Montana plan by the Bureau of 
Indian Affairs even though it has been in the possession of its officials 
for 2 years. The former area director was blunt enough to state that 
he never would approve it. The new director, Mr. Cooper, we have 
found to be a much more openminded and reasonable man. We 
hope our pleasant association to date will continue. 

In summary we wish to state that the reimbursement promised is 
what the school districts of Montana must have, because they were 
forced into placing these amounts in their budgets as anticipated 
income. The situation is critical for the schools in these districts 
and the people of Montana are rapidly losing patience with this type 
of treatment. A supplemental appropriation by this Congress in the 
amount of $280,680 is earnestly requested to meet a desperate situa- 
tion presently existing in Montana, due to circumstances which I 
believe we have demonstrated are completely beyond our control. 


SUPPLEMENTARY DATA 


We also object to the practice of the Bureau of Indian Affairs to 
drop school districts from reimbursement from Indian education funds 
after the budgets have been approved. The enrollments are suffi- 
ciently static from year to year so that these decisions can be made in 
the spring of the year instead of the fall after the budgets have been 
approved and the reimbursement included under anticipated i income. 

The contract signed with the Bureau of Indian Affairs this year 
carried an addendum which states that the State of Montana feels 
free to request additional funds from Congress due to the critical 
situation which was created by the former director of the area office 
of the Bureau of Indian Affairs at Billings, Mont. 

We feel that we did everything that we could to make it plain to 
them that such a situation as we now find ourselves in would arise. 
We feel that it is their responsibility to provide these funds at this 
time, and to work out a program in the future where we will not be 
in this situation. 

Thank you very much. 

Mr. Krrwan. Thank you very much, Miss Condon. You may 
submit your additional information for the record. 

(The information submitted is as follows:) 


MonTAaNA Exuisit A 
RESOLUTION 


Whereas the former director of the Billings area office of the Bureau of Indian 
Affairs and the assistant area director in charge of finance imposed upon the school 
districts of Montana certain criteria to measure the need for Indian education 
reimbursement to school Cistricts in the State of Mortana, and 

Whereas the former director of the Rillings area office of the Bureau of Indian 
Affairs ordered and demanded that these amounts of money, as measured by 
these criteria, be included in the school district budget under income and that 
these sums of money were promised to the school districts by the former director 
of the Billings area office of the Bureau of Indian Affairs, and 

Whereas the former Director of the Bureau of Indian Affairs persisted in his 
promise that the necessary funds would be available even after he was advised 
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that the criteria would require a sum of money twice as large as the former 
contracts, and 

Whereas the Bureau of Indian Affairs has advised these school districts 2 months 
after the budgets had final approval, and tax levies set by the county commis- 
sioners, that only about 50 percent of the money needed to meet these commit- 
ments would be available for public school reimbursement and a financial crisis 
has arisen in many of these school districts: Now therefore be it 

Resolved, That the Montana school Cistricts with Indian education reimburse- 
ment commitments request Miss Mary M. Condon, State superintendent of public 
instruction, to make arrangements for a request to the United States Congress for 
a supplemental appropriation in the amount of $280,680 to meet the commitments 
promised by the former director of the Billings area office of the Bureau of Indian 
Affairs and thereby avert the financial crisis which is impending in these school 
districts of Montana; and be it further 

Resolved, That, in the event of a congressional hearing on the supplemental 
appropriation, persons representing Montana school Cistricts with Indian educa- 
tion commitments be invited to testify at this hearing and assist in the justification 
of the supplemental appropriation. 


P. C. Crump, Superintendent of Schools, Ronan; H. R. Salyer, Super- 
intendent of Schools, Hardin; Larry J. Watterson, Superintendent 
of School, Harlem, Mont.; Harry H. Cloke, Superintendent of 
School, Browning; George Henkle, Jr., Chairman, School District 
No. 8, Babb, Mont.; Muriel Hammam, County Superintendent, 
Lake County, Polson, Mont.; H. M. Henderickson, Chairman, 
Lake County Commissioners, Polson; A. L. Dean, Superintendent 
of Schools, Polson; William Boe, Principal, Hays, Mont.; W. T. 
Moore, Chairman, District No. 26, Dodson; Charley Roll, Prin- 
cipal, Wyola, Mont.; Everett L. Moyer, Superintendent of 
Schools, Lodge Grass, Mont.; Wallace Samuelson, Trustee, Brock- 
ton: Bert Johnson, Trustee, Brockton; Maurice Bighorn, Trustee, 
Brockton; James Elgie, Clerk, Board of Trustees, Brockton, 
Mont.; Orin P. Kendall, County Superintendent, Sanders County, 
Thompson Falls, Mont.; Thelma B. Turner, County Superin- 
tendent, Blaine County, Chinook, Mont.; Alice Fossen, County 
Superintendent, Wolf Point; Opal Sherle, County Superintend- 
ent, Havre, Mont.; A. L. Cooper, Superintendent of Schools, 
Poplar; Lura P. Strand, County Superintendent, Hardin; O. W. 
Kesler, Superintendent of Schools, Fraser; R. W. Christianson, 
Superintendent of Schools, Frenchtown, Mont.; Wm. C. Howard, 
Superintendent of Schools, Brockton; Elsie Campbell, County 
Superintendent of Schools, Conrad, Mont.; Delia Carolan, 
County Superintendent, Forsyth; Raymond N. Davis, Chairman, 
Blackfoot; Daniel Kelleher, Clerk, School District No. 1, Black- 
foot, Mont.; H. G. Mogen, Superintendent of Schools, White- 
water; Carl Braine, Chairman, District No. 6, Lame Deer; 
Richard B. McCrea, Principal, Lame Deer; Willard J. Smith, 
Superintendent of Schools, Hot Springs, Mont.; K. W. Vincent, 
City Drug, Hot Springs; C. A. Getz, School Board Member, Hot 
Springs; Richard C. Shirley, Hot Springs Pub.; Myrtle C. Myler, 
Mayor, Hot Springs; Owan L. Pinegar, Lumber Co., Hot Springs; 
Edward L. Buck, Buck Store, Hot Springs; James B. Jory, City 
Council, Hot Springs; L. P. Curtis, Superintendent of Schools, 
Malta; Lloyd A. Markell, County Superintendent, Plentywood; 
Henry Jorgenson, Superintendent of Schools, Medicine Lake, 
Mont.;: Emma W. Maas, Chairman, District No. 22, Elmo, Mont.; 
Harlan James, Elmo; Art Brown, Elmo; C. A. Pronejua, Chair- 
man, District No. 14, Hot Springs, Mont.; Vivian V. Balisin, 
School Board District No. 14, Hot Springs; Adell Hobbs, Clerk, 
District No. 14, Hot Springs; Olin Ashcraft, Board of Trustees, 
Hot Springs; Everett Managhan, Hot Springs; Donald Lawson, 
Trustee, Poplar; Fred Clark, Chairman Board of Trustees, 
Poplar, Mont.; I. L. Ramstad, Clerk, District No. 9, Poplar; 
Walter H. Bridger, Trustee, Poplar; Nellie I. Baker, Trustee, 
Poplar; Richard B. Mast, Superintendent of Schools, Arlee, Mont.; 
Ben McKinnie, Principal, Lodge Pole; C. L. Kicnenberger, 
Dodson, Mont.; Ira Sabeson, School Board, Pryor; George Lande, 
Jr., School Board, Pryor; Walter Sieluisky, School Board, Pryor. 
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MonTANA EXHIBIT B 


MonTANA OBJECTIONS TO CRITERIA 


1. The Indian education reimbursement would not go to the school districts 
with the greatest impact from tsx-exempt Indian lands and eligible children of 
Indian blood residing on these lands. 

2. The biggest reimbursements would go to the school districts in counties with 
low tax*.ble valuation proctices and those school districts with dense populstions 
due t» irrig*tion and industri*l enterprises. 

3. Taxable veluetions in the St-te of Montana are determined on the county 
level and counties with low veluation procedures have high tax levies while those 
with high taxable valuations have low tx levies. 


MontTANA EXuHIBIT C 


BuREAv OF INDIAN AFFAIRS Dip Not UNDERSTAND MontTANA Pustuic ScHoon 
FINANCE 


As has been indicated to members of your staff on many occasions, the material 
submitted to us has been most difficult to anelyze. The dsta are full of many 
contradictions and omissions thet are unexpected and beyond our ability to 
interpret. For example: 

1. Noretins can be ascertained relating to the rise and fall of State contributions 
to school districts. 

2. There is no reletionship between the rise and fall of the tax levy and the 
rise and fell of county and district income. In many instances, when the tax 
levies pre reduced, the expected income from those sources is raised. 

3. District expense items eontin ce.tegories of ‘other and auxiliary services,” 
some of which increase incredibly for no apparent reason. 

4. No informstion was provided upon which to base accurately the Stste 
avers.ge school district tex levy for either high school or elementary schools, and 
we, therefore, have had t» utilize last year’s figures of about 28 mills for elementary 
and 16 mills for high schonls. 

5. Many districts report increeses in their anticipated expenditures for instruc- 
tion in the fs.ce of decreases in expected enrollment. 

6. Changes in district «*lus.tions «re not even losies| in svme reports. 

The following comments are made in regard to these criticisms from the Bureau 
of Indian Affairs. The criticisms indicate the lack of understanding of the Mon- 
tana school finance structure by the Bureau of Indian Affairs. 

1. “No ratios can be ascertained relating to the rise and fall of State contribu- 
tions te school districts.” 

Our answer: “Such ratios are impossible. The Billings area office has been 
told this again and again. There are too many variable factors. County funds 
are an equalization fund and vary with many factors such as the per capita 
distribution of interest and income money, which is applied to the income for the 
budget before the equalization. The total foundation program varies with 
enrollrents. The income and interest money from State lands for the 2 years 
which the Bureau has compared has varied trerendously, this in turn has reflected 
the change in State ecualization and county equalization. 

2. “There is no relationship between the rise and fall of the tax levy and the 
rise and fall of county and district income.’’ Our answer: This is true. Many 
tax levies are reduced through cash balances. Cash balances become the same 
type of money as tax money and are used to reduce taxes. 

3. “District expense ite™s contain categories of ‘Other’ and ‘Auxiliary,’ some 
of which increase incredibly for no apparent reason.’’ Our answer: There is 
usually a reason for sudden increases. We have suggested a blank to be used for 
the application which will give a far better analysis of this increase. The problem 
of understanding is a fault of the blank recuired by the Bureau of Indian Affairs 
application. They refused to accept our blank. 

4. “No information was provided upon which to base accurately the State 
average school district tax levy for either high schools or elementary schools.”’ 
Our answer: The average State tax levy is not compiled by the State department 
of public instruction. This is done by the State board of equalization under a 
separate appropriation from legislature. This task cannot be completed by the 
State board of equalization until all the data have been submitted by the county 
clerks and recorders. 
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5. “Many school districts report increases in their anticipated expenditures for 
instruction in the face of decreases in expected enrollments.’’ Our answer: This 
is a fundamental right for school districts to increase the budget if the district 
has need to do so. It can happen if teacher salaries are raised. This can bappen 
if a school bus wears out and a new one must be purchased to replace the old one. 
When a painting job is done in a school it will probably be a big item of expense. 
If the roof is reshingled a big expenditure results. 

6. “Changes in district valuations are not even logical in some cases.’’ Our 
answer: Valuations are not static. Railroad valuations went down this vear and 
electric powerlines went up. In some counties the valuation of cattle raised and 
in some counties taxable valuations of cattle went down. Automobiles reduce 
one-fifth in valuation each year. Some counties are going through reclassification 
of land which changes the tax valuation tremendously. One big error was noted 
where a new superintendent of schools used the assessed valuation instead of the 
taxable valuation. 


Montana Exuisit D 
INTERPRETATIONS FOR IMPLEMENTING CRITERIA 


A. The average State tax levy must be levied by the school district before a 
school district can participate in Indian education reimbursement: 

(a) This includes the sum total of all tax levies in the following budgets: 

Maintenance and operation budget 
Transportation budget 

Bus depreciation budget 

Debt service budget 

Retirement budget 

Tuition budget 

(b) Tne average State tax levies for this year have been taken as 27 mills for 
elementary school and 16 mills for the high school. 

(c) The average State tax levies include the countywide tax levies. 

B. Capital outlay expenditures are not eligible when estimating Indian educa- 
tion reimbursement. 

C. School districts that levied taxes above the State average cannot drop the 
tax levy and expect Indian education reimbursement without special review by the 
Bureau of Indian Affairs. The captial outlay expenditures will be the best 
exception to this ruling. 

D. All changes in budget allocations in the various departments of the budgets 
such as general control, instruction, maintenance of plant, etc., must be justified 
in a letter of ¢xplanation. 

E. The application for Indian education reimbursement will be in the form of a 
letter and two copies of the budget in detail signed by the county superintendent 
of schools. 

F. The school-lunch reimbursement will be based on eligible pupils who have 
been declared indigent. ‘The indigency should be checked with the agency welfare 
officers for verification. 

G. Transporation reimbursement will be included as a portion of the total 
Indian education reimbursement above the State average tax levy. 

H. School districts that cannot reach the total foundation program after a full 
50-percent State reimbursement can include the deficiency to the foundation 
program along with the permissive and voted areas in figuring Indian reimburse- 
ment. 

I. After building the budget, a check will be made of the summary on the last 
page carefully to get an overall picture of each district’s reimbursement. 

J. The Bureau of Indian Affairs proposes to reimburse the full amount above the 
average State tax levy in all school districts except those that levied taxes higher 
than the average State tax levy last year. These school districts must maintain 
their present tax levy except where capital outlay is dropped from the budget. 

K. The tax levy above the State average tax this year cannot be reduced if 
Indian education reimbursement is expected without special review by the Bureau 
of Indian Affairs. 

L. All preliminary budgets should be submitted to the State department of 
public instruction by June 15. ‘These will be returted to you in time for the June 
28 budget meeting. 

M. The issue over cash balance has not been compromised as a part of the 
school district tax effort. 
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N. Outstanding warrants can be included as a part of the reimbursable tax area. 

O. Depletion of reserves can be included as a part of the reimbursable tax area. 
‘ P. Building up of low cash reserves will be shared by the Bureau of Indian 

ffairs. 

Q. It is realized that this early request for preliminary budgets will place a 
burden upon county superintendents of schools. It is suggested that county and 
State reimbursements to the foundation program be estimated as closely as 
possible. ° The preliminary copy of the budget will be checked carefully in the 
office of the department of public instruction as a service in helping county 
superintendents in adjusting to new regulations. 

R. Copies of all budgets will be requested in late July so that they may be 
submitted to the Bureau of Indian Affairs for review before tax levies are set. 

S. Include capital outlay expenditures in the budget and the number of mills 
tax in the summary. ‘These should be subtracted from the totals in figuring 
reimbursement. 

T. The letter of justification for changes in expenditures, when compared with 
last year’s should be addressed to the area office of.the Bureau of Indian Affairs, 
Prepare this letter in duplicate so that a copy can be retained in the files of the 
office of the State department of public instruction. 


Montana Exuisit E 


Montana PLAN For REIMBURSEMENT 


Indian education funds from the Federal Government will be provided on the 
basis of impact when measured by the following criteria: 

Criteria 1: 

(a) Percentage of tax-exempt land in the school district. 

(b) Percentage of eligible children coming from tax-exempt land. 

(c) Minimum impact for reimbursement is 10 percent. The index of impacts 
is found by averaging criteria (a) and (6). 

The reimbursement comes only after the school district has qualified for reim- 
bursement under the above index of eligibility and after it has been applied to the 
financial pattern for education as set up by Montana law. The application for 
Indian education reimbursement is approved on the basis of the above Federal 
criteria. The following pages will indicate how the Federal regulations are 
applied to the public school financial structure. 

‘riteria 2. Eligible children: The criteria from the Bureau of Indian Affairs 
defines eligibility to include enrolled children with one-fourth degree of Indian 
blood or more with residence on nontaxable land. 

Criteria 3. Residence: Legal residence fo. school purpose in the State of 
Montana is that place where: 

(a) Parents reside for 80 days when school is not in session. 
(b) Where the parents earn the major part of their living. 

Criteria 4. The policy of school lunch is stated as follows by the Bureau of 
Indian Affairs: ‘‘It is understood that beginning July 1, 1953, all schools in the 
State of Montana will provide free school lunches to Indians attending school 
institutions only the basis of need. The need is to be determined in the same 
manner as it is for non-Indian children, and no reimbursements will be made by 
the Federal Government for any Indian child who is able to pay for his lunches 
* * *? 


MontTaNa ExuisBit F 
FINANCIAL STATEMENT OF REIMBURSEMENT 


The deficiency requested is $280,680 to fully reimburse school districts in the 
following areas: 


Elementary: 

Deficiency in foundation program of maintenance and operation 
budget _ 

Permissive area, maintenance and operation budget 

Transportation 

Retirement 

Bus depreciation 

Cash reserve 
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High school: 
Deficiency in foundation program of maintenance and operation 
OO oso ace ens we eae $9, 400 
Permissive area, maintenance and operation budget ae ; 41, 247 
Transportation budget- : AS 4 ; 9, O92 
Tuition for transfer to other counties (Edgar) : 1, 500 
Cash reserve 9 Bn io ; 10, 100 


: ; ea 5 339 
Lunch for indigent Indian children. a u a0 500 


Total reimbursement to local school districts_______-_-_-- _ 631, 280 
Administration wt 9, 400 


Grand total all needs____-- as 7 640, 680 
Contract funds from Bureau of Indian Affairs available... __- : 360, 000 


Deficiency in budgeted needs-____- aces 280, 680 


The following history of the approaches to the contractual amounts for the 
past 5 years will give you a picture of the blundering approach to this problem. 


METHOD OF DETERMINING CONTRACT AMOUNTS FOR INDIAN EDUCATION IN THE 
STATE OF MONTANA FOR THE PAST 5 YEARS 


1950-51—The contract was established on a lump-sum basis by the Bureau of 
Indian Affairs for $389,081. No formula used to arrive at this 
amount. 

1951-52—Lump sum arrived at through previous year’s contract, $389,082. No 
formula used. 

1952-53—A lump sum established by the Bureau of Indian Affairs; no formula 
used ; $356,304. 

1953-54—Amounts determined by the sum of all the amounts placed under 
income in the budget and then decreased by an increase in the cash 
reserve; total contract, $287,442.61. 

1954-55—The total request is based on the average State tax levy with the 
Bureau of Indian Affairs providing the funds needed above this 
level. School districts that levied taxes above the average State tax 
levy last year could not reduce their tax levy this year. School 
districts which levy taxes below the average State tax levy are not 
eligible for reimbursement. The amount of eligibility is $640,690. 
The contract is $360,000. 


In our negotiations for a contract this year the State department of public 
instruction was requested by the area office at Billings on November 12, 1954, to 
review all the requests and try to find areas where the request could be reduced. 
This was done and on November 27, 1954, the following areas of reduction were 
suggested. 

(a) Additions to cash reserves might be eliminated to the amount of $27,900. 
The cash reserves had been depleted by this amount because of a reduction in the 
contract of last year. 

(b) Increase in State reimbursement from interest and income money due to 
exceptionally good crop returns on leased school lands amounted to $3 per census 
child. This amounted to $44,952. 

(c) Maintenance projects amounted to $52,990. 

These total reductions were not wise but in an emergency could be endured if 
absolutely necessary. One deferred project is a new furnace for one that has 
been condemned by the Health Service. The total of the suggested deferments 
was $122,492. This does not mean that the eligibilities for these amounts did not 
exist. 

It is agreed that the total of the requests is large, but they were in accordance 
with the criteria established by the Bureau of Indian Affairs. The illustration of 
the Ronan School District No. 28, of Lake County, on the Flathead Indian 
Reservation was called to the attention of Mr. Fickinger and Mr. Haverland at 
four different meetings. The answer on each occasion confirmed the = 
used and that this was the proper amount of money to request from the Bureau of 
Indian Affairs. These men also stated on each occasion that the reimbursement 
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would be made. The fault in this controversy does not lie with the school district 
which has acted in good faith. The fault lies with the criteria and the adminis- 
tration of the criteria. 

The problem of low cash reserves faces many school districts this year. None 
of the increases in cash reserves is due to excessive Indian education reimburse- 
ment. These increases usually come from nonanticipated revenue from the in- 
terest and income reimbursement. These increases are applied to the budget 
as income the following year as a cash balance. 

Every request in Montana this year is making local tax effort required by the 
criteria—that is each school district is levying a tax levy equal to the average 
State tax levy or equal to last year’s tax levy, whichever is the larger. Many of 
the school districts have increased their tax levies this year, while none of the 
school districts have decreased their tax levies. The report on tax levies is as 
follows: 


Comparison of tax levies for 1958-54 and 1954-55 in school districts with Indian 
education reimbursement 


1953-54 | 1954-55 
County School district | taxlevy | tax levy 
in mills | in mills 


ELEMENTARY BUDGETS 


Glacier - - - = | Blackfoot, No. 1 cae 
Old Agency, No. 7... 
Babb, No.8 Kaas 
Browrirg, No. 9___- 
| Glacier Park, No. 50- 
Pondera..-...--- : 7 Heart Butte, No. 1 
Badger-Fisher, No. 14. _-- 
TI igi iis sii) don since Ca « be adoto we 
Hardin, No. 17H. 
Lodge Grass, No. 27_. 
| Wyola, No. 29--.- 
Rosebud___- _...| Lame Deer, No. 6-- 
es Se eared Arlee, No. 8___- 
Elmo, No. 22 __. 
| Polson, No, 23 
| Ronan, No. 28 
Sanders..-_- Ba ce a 
| Camas Prairie, No. 11 
| Hot Springs, No. 14 
Blaine | Harlem, No. 12-- 
Hays, No. 14 ---- 
.~ e Dodson, No. 2..----- 
| Zortman, No. 5 
Whitewater, No. 20__- 
| Kirkaldie, No. 26__._.- 
Roosevelt ______-- sce Porlar, No. 9....--- enitaasia 
Wolf Point, No. 45__..---- 
Brockton, No. 55___- 
Sheridan___- bess Sunny Hill, No. 1--- 
| Medicine Lake, No. 7 
Valley Fraser, No. 2 ka Gia 
Nashua, No. 13_....--- 


HIGH SCHOOL BUDGETS 


| Browning, No. 9_- ay 
; | Lodge Grass, No. 27-__-- 
SM aco scuwesx ; Arlee, No. 8 
Polson, No. 23_--- 

| Ronan, No. 28__.- 
Sanders........-.- roe | Dixon, No. 9 set 
Phillips _- ive | Whitewater, No. 20__- 
Roosevelt ome | Wolf Point, No. 45 
| Brockton, No. 55 








1 Does not include capital outlay. Capital outlay is not reimbursable. 
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The following school districts are ineligible because the tax levies for the current 
year are below the State average tax levy or the tax levy of the previous year. 


ELEMENTARY SCHOOL DISTRICT 


Mills tax Mills tax 


School district levy, 1953-54 | levy, 1954-55 


Sh 2) aes eee 42.17 39. 47 


HIGH SCHOOL DISTRICTS 


Box Elder No. 13 

J Fraser No. 2 . 
So cinuiniietnenia edeund sareauniaadael aaa 
Garndes: i: .................i......]| Bot Springs No. 14 
Blaine ss kiss pik detent OI SS Sat 
Rosebud chown Colstrip No. 19 
Big Horn _- san necennneceeucic cant eae, Eean 
i crea conracisGak ce Poplar No. 9_--.-- 

| 


The average State levy for elementary-school districts in Montana for 1953-54 
was 16.43. The average State tax levy for high-school districts in Montana for 
1953-54 was 25.44 mills. 

In summary I wish to state that the school districts of Montana have complied 
with the instructions from the Rureau of Indian Affairs fully. They have levied 
taxes equal to the State average or equal to last vear’s taxes. They have budgeted 
all amounts of the above budget above these levels according to the instructions 
from the Bureau of Indian Affairs. These school districts were advised that this 
reimbursement would be made if the instructions were followed. It looks like 
the integrity of the Bureau of Indian Affairs and the United States Government 
is at stake. 

Respectfully submitted. 

K. W. BERGAN. 


Mr. Mereaur. Mr. Cloke. 
STATEMENT OF Harry H. CLoke 


Mr. Cioxe. My name is Harry H. Cloke; I am the superintendent 
of schools at Browning, Mont. Browning is the agency seat of the 
Blackfeet Indian Reservation. The inhabitants of this reservation 
number 5,991 Blackfeet Indians. In 1951 the reservation comprised 
1,500,000 acres. Of this total the tax-exempt land was 1,260,000 
acres. Since that time the picture has changed somewhat but the 
vast amount of land is still federally owned tax exempt. 

The public schools in Browning are administered and conducted 
in much the same manner as schools in other communities where the 
population is not Indian. The term “Indian” seems stra‘;e to us in 
a sense since our concern is the educational welfare of boys and girls 
and the mere quality of pigmentation is irkingly unimporta it. First 
and foremost we strive to afford our children a first-class education; 
our whole concern is the wholesome development of America’s ‘‘first 
citizens.’’ It is lamentable that we must be constantly conscious of 
the money situation. But the financial facts of life hit home and hit 
hard. Since my tenure at Browning—an era of 5 years—ve have 
fought a pitched battle with the Billings area office of the Bureau of 
Indian Affairs to get the amount of money requisite to maintain our 
schools. We maintain that the Bureau of Indian Affairs has first a 
moral obligation to make adequate contribution to the cost of main- 
taining public schools for our Indian students. This moral obligation 
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should be accepted with pride and honor by the Great White Father. 
Second we feel that a fullblooded Blackfeet boy proudly bearing the 
honored name of Lawrence Many Tail Feathers Looking Back Down 
Coulee is as deserving of tuition payment as is the son of Sgt. Sam 
Smith whose father happens to be alerted for action at the East Base 
at Great Falls, and for the same reason. Both Lawrence and Sam, Jr., 
create a Federal impact. One, because the Federal Government has 
allotted to be held in trust certain lands for an individual whose 
forebears once owned all the land and, two, because the presence of 
Sam, Jr., in the schools of Great Falls creates a problem not antici- 
pated by the city schools of Great Falls. I have had various Federal 
officials tell me frankly that my Indian children were not as financially 
potent when it came to getting tuition money as were the sons and 
daughters of sergeants or the offspring of workers at some agricultural 
experiment station. This I find hard to believe and harder to accept. 

Each year the battle of the budget increases in intensity. I choose 
to believe that the Bureau of Indian Affairs wants to show their efforts 
in economy by cutting down on the amount allotted to the education 
of eligible Indian children in our public schools. We are at the mercy 
of the seemingly whimsical pseudoformulas created in the lodges of 
the area office. Only one thing is certain: Each year the amount cf 
money for our schools is less. It is sustaining to know, however, that 
the State department of public instruction and its charmingly able 
superintendent, Mary M. Condon, and her equally able supervisor of 
Indian education, Mr. K. W. Bergan, have fought tooth and nail to 
extract the last dollar possible for our public schools from the Billings 
area office. 

I present the case of Browning. Mr. Paul Fickinger and his 
assistant, Mr. Fred Haverland, during a series of sessions during 
which the contract for Indian education was discussed (with such 
heat that one was inclined to think that someone has carelessly 
dropped some hydrogen), assured the State department and the 
represented schools that certain sums of money would be available. 
We were instructed by the area officials in our case to include in our 
elementary budget under Indian funds the amount of $27,986. In 
our high school under the same category we were told to include the 
sum of $13,098. These amounts were for the operation of our general 
fund budgets. These amounts were solemnly assured us and despite 
comment that the amount was wonderful but somewhat unreasonable 
the sums were duly placed in the budget. Once a budget is made it has 
something in common with that verse from Omar—‘Nor all your 
piety nor wit can lure it back to cancel half a line nor all your tears 
wash out a word of it.” 

In October the area office announces that only half of the promised 
amount would be available. The effect on us was much the same as 
the pilot over the Atlantic past the point of no return who hears over 
his radio, ‘‘I forgot to tell you before you took off that you only have a 
half a tank of gas.”’ 

We can stay in business for the rest of the school year by using up 
our reserve in elementary and by registering warrants in high school. 
Our reserve in high school has dwindled from $14,000 in 1952 to $5,000 
in 1954 because the money received from the Indian Bureau has con- 
sistently been less than the promised amount. 
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Here in Browning we make every effort to get the needed tax money. 
We fully and honorably accept our responsibility to educate our 
Indian boys and girls. We want moreover to help uphold the word 
and dignity of the Bureau of Indian Affairs and the Federal Govern- 
ment by requesting that the promised additional amount of $280,680 
be granted to the schools of Montana educating Indian pupils in the 
form of a deficiency appropriation. 

Thank you. 

Mr. Merca.r. Our next witness is Mr. Crump. 

Before Mr. Crump testifies, may I say to the committee that when 
I appeared before this committee requesting this hearing I was asked 
about these promises that these witnesses are testifying to, and | 
hope that Mr. Crump will tell about the conferences that he had with 
representatives of the Bureau of Indian Affairs, and explain to you why 
these contracts could not be in writing until the final contract was 
submitted. 

Mr. Krrwan. You may proceed, Mr. Crump. 


STATEMENT OF P. C. CRUMP 


Mr. Crump. My mane is P. C. Crump. I am superintendent of 
School District No. 28, Ronan, Lake County, Mont. I have been 
employed by this district for the past 24 years. 

I would like to review briefly the steps leading up to our present 
budget difficulties. During the Indian institute, held at Montana 
State University, Missoula, Mont., last April 27-29, 1954, I attended 

a sectional meeting dealing with Indian education. Mr. Haverland, 
Shelgaat area director, Bureau of Indian Affairs, Billings, Mont., was 
also present. Mr. Haverland, at this meeting, set forth the criteria 
for receiving money for Indian education. Followi ing these criteria, 
I prepared a tentative budget for the schools of district No. 28, which 
I took to Billings on May “97, to present to the Bureau officials at a 
meeting which we held with them. In attendance at this meeting 
were representatives of the area office, Bureau of Indian Affairs, 
representatives of the State department of public instruction, and 
representatives of schools educating Indian children. I showed Mr. 
Haverland this budget to be sure that I was following the correct 
procedure, according to the criteria set up by the area office, in 
arriving at the amount we should anticipate in revenue from the 
Department of Indian Affairs for our 1954-55 budget. I was informed 
that I was proceeding correctly, even when I pointed out that our 
eligibility would be in excess of $80,000 for the coming yea 

Relying on this information, I proceeded to make our hades for 
the coming year. This budget was presented to our board of trustees 
for final approval. The board of trustees met in special session on 
June 28 to hear any protests on this budget (this public hearing must 
be held on the fourth Monday in June, ie Montana law). There 
being no protests, this budget was adopted by the board of trustees 
and was then submitted by them to the county superintendent of 
schools, who in turn presented it to the county board of budget super- 
visors for their approval, on July 26. This budget was approved by 
this board at this meeting. 

On August 2, another meeting was held in Helena. Representatives 
of the area office, representatives of the State department of public 
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instruction, and representatives of counties and districts having Indian 
children in their schools, were in attendance at this meeting. Mr. 
Fickinger was also present. He used our elementary budget (exhibit 
A) to illustrate how the obligation of the Indian Bureau for Indian 
education was arrived at. 

He used our elementary school budget—which I have here, and I 
would like to leave a copy with you—he used that to illustrate to the 
group present the method of arriving at contributions to be expected 
from the Bureau of Indian Affairs. 

During this meeting I again asked if we should put this money 
in our budge t as antic ipated revenue and I was advised that we should. 
I asked if we would receive this sum of money from the Indian Bureau 
and I was assured that we would. 

With this assurance on the part of the officials of the area office I 
returned home in a very happy frame of mind. We could operate 
our schools for the coming year with only a 0.6-mill increase in our 
levy over the previous tax levy of 82.0 mills in local taxes. The 
county commissioners of Lake County were appraised of this fact 
and they set our levies for the coming school year on August 9. 
These budgets were then submitted to the State department of public 
instruction before September 1. 

In September the area office advised the State department that 
there were insufficient funds to cover these budget requests and we 
were advised accordingly. On November 12 we again met with the 
area officials in the area office in Billings, Mont., in regard to signing 
a contract for this year. Miss Condon, our State superintendent of 
public instruction, tatel she would not sign a contract unless an 
addendum was attached to the contract permitting her office to request 
supplemental funds through a supplemental appropriation from Con- 
gress. The acceptance of this contract by the State leaves the school 
districts educating Indian children short some $280,680 of their budget 
figures. In our district we are short $38,119 in our elementary budget 
and $6, 179.23 in our high-school budget (this sum may be reduced 
by $2,800 if the recoupments were deducted before the allocations to 
the district were made). It was suggested by the area officials that 
we could defer maintenance work, capital outlay, and economize in 
every way possible to make up this deficit in our budgets, but this is 
impossible as most of our maintenance work for the year had already 
been completed, as we do this work in the summer when school is not 
in session. The remainder of the budget is obligated by contracts 
for teachers’ salaries, fuel, maintenance salaries, lights, and so forth. 

This shortage of $38,119 in our elementary budget will wipe out our 
entire reserve of $30,713.31 and will force us to register warrants 
before the close of the school year. It will also force us to register 
all warrants until taxes are collected in November (Montana property 
taxes are paid in two installments, November 30 and May 31 are the 
final due dates). It will require us to budget for a reserve in the 
amount of some $30,000 plus a deficiency of some $8,000 or it will 
require our district to levy at least 11 additional mills just to operate 
our schools at the same level we have been operating them the past 

ear. In the high school it will denlete our reserves by $6,179.23, 
hid ‘h will require an additional 2 mills, or in all we will have to levy 
an additional 13 mills or more to make up this deficit. This will bring 
our mill levy up to some 96 mills for school purposes, which is more 
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than twice the State levy. This will be more than double the State 
average levy for this purpose this year. 1 do not know how we can 
explain this increase to our taxpayers. In addition it will impair our 
credit with tradespeople, businessmen, school-supply houses, and 
textbook companies. 

We definitely feel that this is unfair to us. It is unfair to our chil- 
dren. It is unfair to our taxpayers. We acted in good faith. We 
made every effort to be assured that this money would be forthcoming 
before we placed it in our budgets and we believe we are justified in 
asking Congress for a supplemental appropriation to cover this 
deficiency. 

Thank you. 

Mr. Krrwan. Who is your next witness? 

Mr. Mercatr. The next witness is Mr. Smith. 


STATEMENT OF WILLARD J. SMITH 


Mr. Smirx. Mr. Chairman, and gentlemen of the committee, I am 
Willard J. Smith, superintendent of schools at Hot Springs, Mont., 
which is located on the Flathead Indian Reservation. This statement 
is just restricted to our own school district and the problems created 
there. I am not going to say anything about the criteria which led up 
to the situation which we have. 

Under the criteria of the Bureau of Indian Affairs, the Hot Springs 
Public School was eligible to budget the amount of $20,583 as antici- 
pated revenue to be paid from Indian Bureau funds for the school year 
of 1954-55. 

The Hot Springs School has been reimbursed from Indian education 
funds for the past 25 years. The eligibility of the Hot Springs School 
for reimbursement had never been questioned so, abiding by the cri- 
teria of the Bureau of Indian Affairs, the amount of $20,583 was 
budgeted for the current school year. 

After the budget received the approval of the board of county com- 
missioners, tax levies were fixed by the commissioners in August of 
1954. These levies, after being fixed, cannot be altered. 

In October of 1954, the Hot Springs School was notified that the 
amount of reimbursement from Indian education funds would be 
reduced by 50 percent. 

In January of 1955 the Hot Springs School was notified of its 
ineligibility to receive any Indian education funds. 

The anticipated revenue of $20,583 expected from the Indian Bu- 
reau amounts to approximately half of the operating budget of the 
Hot Springs School for the current school year of 1954-55. Unless 
this amount is received, the school must operate without funds from 
March to December of 1955, as little tax money is received before 
December. All school warrants written during this time will neces- 
sarily be registered and will carry interest at the rate of 6 percent 
until money is available. 

If the Hot Springs School was to be dropped from the eligible list 
of recipients of Indian funds, notification should have been given by 
the 1st of June 1954, so that additional levies could have been assessed 
on the school district. 

If the expected funds are not forthcoming from the Indian Bureau, 
a tax levy of approximately 4() mills will have to be levied next year 
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on the property of the district to raise the $20,583. This high rate 
would be in addition to the levy required to operate the school next 
year, plus a levy to pay interest on registered warrants. 

If the school had been notified of its ineligibility by June 1 of 1954, 
the Indian children could have been included in the school’s applica- 
tion for funds under Public Law 874. 

The Hot Springs School has approximately the same number of 
Indian children enrolled this year as in 1953-54. The school received 
no indication of its ineligibility to receive Indian funds until January 
1955. Application for funds was made in accordance with the criteria 
of the Indian Bureau and a copy of the budget was forwarded to the 
area director through the Montana Department of Public Instruction. 
Since the Hot Springs School has complied with the Indian Bureau 
criteria, the school should be entitled to notification of ineligibility in 
time to prevent penalizing the taxpayers of the school district and the 
pupils attending the school. Since notification was not given in time 
to use other sources of revenue, and, because notification was not 
given until after the school had already obligated itself for the expend- 
iture of the funds, the Hot Springs school should be entitled to the 
full reimbursement of Indian funds for the current year. 

Mr. Fenton. Mr. Chairman, the gentleman spoke of being told 
that they were ineligible for Indian funds. 

Mr. Smiru. Yes; we were cut off entirely. 

Mr. Fenton. What does that mean? 

Mr. Smiru. I believe there were four schools in the State which re- 
ceived notification either last December or January that their Indian 
enrollment was too small this year to be eligible for any Indian funds 
from the Indian Bureau. 

Mr. Fenton. But you do have Indians there? 

Mr. Siru. Yes. 

Mr. Kirwan. Who is your next witness, Mr. Metcalf? 

Mr. Mercaur. The next witness is Mr. Dean. 


STATEMENT OF A. L. DEAN 
EDUCATION OF INDIANS IN MONTANA 


Mr. Krrwan. You may proceed, Mr. Dean. 

Mr. Dean. My name is A. L. Dean. I am superintendent of 
schools at Polson, Mont., which is on the Flathead Reservation. 

The board of trustees of the Polson public schools, including both 
elementary and high school, have requested me to appear and make 
a statement in their behalf requesting a deficiency appropriation from 
the Congress of the United States for Indian education reimburse- 
ment to this school for the current 1954-55 budget year. 

The amount requested is $32,342.00 to fully reimburse the Polson 
public schools for the current school year. It is shown as follows: 


Elementary: 
Eligibility under criteria and budgeted_______.._-.---.--------. $15, 941 
RioUunG Moktoa Who? CUNWERRS. ee eek se. 6, 362 
Deficiency for which reimbursement requested _-_-__-_._------- 9, 579 


High school: 
Eligibility under criteria and budgeted __-__-___-_-------------- 22, 763 
Amount allocated under contract—mnone_-__-_..-.--------------- 0 


Deficiency for which reimbursement requested. -----..-.-.---- 22, 763 
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It will be noted from the above that the high school has been cut 
off entirely from any reimbursement, while the elementary school was 
cut $9,579. The reason given for the high school being denied any 
reimbursement was that we did not have enough eligible Indian 
children. This is difficult to understand since we have been reim- 
bursed for the last 25 years and we have the same proportion of eligible 
Indian children as before and this is the first time that we have had 
any indication that the high school was to be dropped. When we 
were advised to include in our high school budget anticipated revenue 
from Indian education reimbursement funds, it was fully known that 
we exceeded the minimum requirement of 3 or 4 pupils in a school 
before the Federal Government recognizes any responsibility. We 
still exceed this criteria and therefore the deletion of our high school 
from the list to be reimbursed must have been a discretionary move 
because of a lack of appropriated funds even for eligible schools. 

Our chief contention and complaint, however, is that we should 
have been advised before the final adoption of budgets and setting 
of mill levies on the second Monday of August that our high school 
was to be dropped and our elementary reimbursement drastically 
reduced. If we had been notified in July or even the first part of 
August, then an adjustment could have been made in local tax levies 
to have absorbed these deficient amounts before it was too late. 
Montana statute makes these levies and budgets final once they are 
adopted and hence cannot be adjusted after once set. 

Our schools simply face a disastrous deficit unless relief is forth- 
coming in a supplemental appropriation from the Federal Congress. 
Budgetary expenditure items were not only under contract and obli- 
gated before we were notified but in most cases were almost entirely 
spent in anticipation of these promised revenues from Indian educa- 
tion funds. This situation constitutes a real crisis even of greater 
magnitude than we have had for many many years. We feel, there- 
fore, that it is deserving of the most careful consideration. 

Since we have complied with the requirements set up in the criteria 
for schools making application for Indian education funds and were 
assured that these funds would be forth coming and have predicated 
our budgets on that basis, we believe that our request for a deficiency 
and supplemental appropriation is justifiable and proper. 

Mr. Kirwan. How many Indian children do you have in the high 
school? 

Mr. Dean. This year we have 19 in the high school. 

Mr. Kirwan. That is the number you have in there now? 

Mr. Dean. Yes. 

Mr. Fenton. What is the requirement for high schools? 

Mr. Dean. The criteria set up is a quota of 3 or 4 pupils in a school 
before you can receive any reimbursement. 

Mr. Fenton. What do you mean by school? 

Mr. Dean. That referes to the whole school, that you must have 
at least 3 or 4 Indians, that is in the criteria, before your school can 
be considered as eligible. We had considerably more than that. 

Mr. Fenton. How about the elementary school? 

Mr. Dean. In the elementary school we had about 19. 

Mr. Fenton. What is the criteria that you have to go by? 

Miss Connon. It is the same, sir. You are supposed to have 
enough pupils to make an impact on the schools. 
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There is an interesting factor here, we have fewer Indian children 
in high schools than we have in grade schools, which is a problem 
that we are going to have to work on. They have a tendency to quit 
school at the end of the eighth grade, which is not going to help the 
Indians to progress as they should. 

Mr. Frenron. Do you have many Indians who do not go to school? 

Miss Connon. We have most of our Indian children in school, but 
they do not go to high school. 

There is a wide variety of factors involved in that which we are 
beginning to work on. After we can get them there and finance a 
start on their education they need vocational education. 

In our high schools in Montana the average enrollment is less than 
60 pupils. We are a very rural area, and our schools are small. 
These gentlemen who are present here today come from some of our 
larger school districts, and yet they have an enrollment in their schools 
which would be considered small in many areas. 

Mr. Fenton. What is the total Indian enrollment in the schools of 
Montana? 

Miss Connon. There are 3,046 Indian children in the public 
schools, who are eligible for reimbursement. There are 5,000 Indian 
children enrolled in the schools of the State, but some of them are not 
from tax-exempt land, or they have moved to the city, and they do 
not come under this program. There are 2,000 of them which are 
not the responsibility of the Johnson-O’Malley Act. 

Mr. Maenuson. What is the enrollment in the Polson High Schooi? 

Miss Connon. You have 19 Indian pupils, do you not? 

Mr. Dean. We have 265 in all, approximately. 

Mr. Kirwan. Thank you. Whois your next witness, Mr. Metcalf? 

Mr. Mertcatr. Mrs. Fossen. 


STATEMENT OF MRS. ALICE FOSSEN 


Mrs. Fossen. My name is Alice Fossen. I am the county superin- 
tendent of the schools of Roosevelt County which is on the Fort Peck 
Indian Reservation. I am representing the school districts of Roose- 
velt County which have Indian children enrolled in their schools. 

The Wolf Point public schools in district No. 45 have an enrollment 
of 959 pupils with 42 teachers; 140 of these pupils have Indian blood 
which is 14.6 percent of the total enrollment of the Wolf Point public 
schools. The Poplar public schools of district No. 9 have an enroll- 
ment of 723 pupils with 35 teachers; 225 of these pupils have Indian 
blood which is 31.1 percent of the total enrollment of the Poplar 
schools. The Brockton public schools of district No. 55 have an 
enrollment of 223 pupils with 11 teachers; 170 of these pupils have 
Indian blood which is 76.2 percent of the total enrollment of the 
Brockton schools. About 41 percent of the land in Roosevelt County 
is nontaxable Indian land. 

I was present at the meeting in Helena on August 2, 1954, the one 
which Mr. Crump mentioned, when budgets were planned for the 
Wolf Point, Poplar and Brockton school districts of Roosevelt County 
for the school year 1954-55. This meeting was attended by Mr. Paul 
Fickinger, area director of the Bureau of Indian Affairs and Mr. F. M. 
Haverland, assistant area director and school administrators from 
school districts with tax-exempt Indian lands and pupils of Indian 
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blood. Sample budgets and criteria for Indian education reimburse- 
ment were discussed and budgets were set up in Wolf Point, !Poplar 
and Brockton school districts according to approved plan by the Bu- 
reau of Indian Affairs. 

The total amount of Indian education money budgeted for mainte- 
nance and operation for districts educating Indian children in Roose- 
velt County was, and still is $111,193. The total amount allocated 
under the 1954-55 contract is $64,885. So, the supplemental appro- 
priation needed is $46,308. That is, in our raunae alone. This is the 
approximate amount for which it will be necessary to register warrants 
for maintenance and operation. The amount does not include the 
services of the lunch program nor the purchase or operation of buses. 

I think one of the greatest handicaps in planning the school budgets 
of districts having Indian pupils is the uncertainty of payment of 
Indian education reimbursement. We need more stable criteria 
upon which to base our estimates of funds for Indian education, but 
our immediate need is a supplemental appropriation to prevent our 
districts from having to register warrants. 

Mr. Krrwan. Do you have any further witnesses? 

Mr. Mercatr. Yes, sir, we have one more witness, Mr. Chairman, 
Mr. Salyer. 

STATEMENT OF H. L. SALYER 


Mr. Krrwan. Proceed, Mr. Salyer. 

Mr. Satyer.. My name is H. R. Salyer. I am superintendent of 
School District No. 17H, Big Horn County, Hardin, Mont. I have 
been employed by this district for the past 25 years. Our school 
district operates the following schools on the Crow Indian Reserva- 
tion: 

St. Xavier School; enrollment 124 with 7 teachers. This school 
enrolls 47 eligible pupils of Indian blood. 

Crow Agency School; enrollment 243 with 10 teachers. This school 
enrolls 180 eligible pupils of Indian blood. 

Hardin Elementary School; enrollment 540 with 21 teachers. 
This school enrolls 47 eligible pupils of Indian blood. 

Hardin Junior High School; enrollment 291 with 11% teachers. 
This school enrolls 32 eligible pupils with Indian blood. 

Hardin High School; enrollment 234 with 11 teachers. This 
school enrolls 28 eligible pupils with Indian blood. 

This makes a total of 334 eligible Indian students educated by 
School District No. 17H. As we have a total enrollment of 1,447 
students in our district, the number of eligible Indian students com- 
prises approximately 25 percent of our total enrollment. Our school 
district contains 1,490,560 acres of land and about 60 percent of this 
land is nontaxable Indian land. 

Here is a little graph on that. The black part [indicating] is the 
nontaxable Indian land. 

It was my privilege to attend several conferences while negotiating 
the contract for this year with the Bureau of Indian Affairs. On the 
occasion of the conference held in the area office on May 27, 1954, the 
budget for our school district was worked out in detail by Mr. Haver- 
land, assistant area director and he computed the Indian Bureau share 
at an amount similar to the amount which was finally placed in the 
budget. We specifically asked Mr. Haverland if we could rely on 
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this amount as a stable source of income for our budget. He assured 
us that we could. We did not want to include in our budgeted income 
an amount of money which would be doubtful or questionable. If 
amounts under income are not firm figures our cash reserves will be 
absorbed by operating costs because our operating costs will exceed 
our income. This reserve has required many years of time and much 
effort on the part of our taxpayers to build. We do not want to tell 
our community that the Bureau of Indian Affairs has wiped out our 
cash reserve. If the present situation prevails we will be forced to 
tell our people this and ask them to again levy taxes to build up our 
cash reserve. This will require 6 mills extra taxation on our tax- 
payers. Our tax levy at the present time is 28.86 mills in the 
elementary school budget which is 3.4 mills above the State average. 

Our elementary budget indicated an eligibility of $53,198 under 
Indian education reimbursement criteria. We were advised by Mr. 
Haverland that this amount must be placed in the budget as income 
from the Bureau of Indian Affairs. Now we are advised that under 
the contract an amount of $25,701 has been allocated to Hardin School 
District 17H. This is $27,497 less than the amount promised and 
needed to balance our budget. This will wipe out our cash reserve 
which is used to finance the school operation between taxpaying 
periods. Our total elementary school budget is $267,810 and our 
reserve at the present time is approximately $28,000. 

Our school district operates a school-lunch program and provides 
free lunches to all indigent children of Indian blood. 

We try to cooperate with the Bureau of Indian Affairs and the State 
department of public instruction—and I might add that the coopera- 
tion from the county, and the State department of public instruction 
has been excellent—but episodes of this kind make it very difficult to 
carry the community along with us. The school districts of Montana 
need a reimbursement formula which is firm and the criteria should not 
interfere with the local budgeting powers of the board of trustees. 
Trustees of local school districts resent very much interference in the 
legal procedures of school district budgeting, by the Bureau of Indian 
Affairs. A formula should be used which will not cause frictions of 
this kind. 

School District No. 17H of Big Horn County has acted in good faith 
in this entire controversy. We have tried to coonerate with the 
Bureau of Indian Affairs and the State Denartment of Public Instruc- 
tion in implementing the new criteria. The situation has become 
critical since we were forced to place amounts under income of our 
budget which we will not receive. Our previous practice allowed us to 
place Indian reimbursement wnder cash balance and apply it to the 
budget the following year. This was a far more realistic approach to 
budgeting procedure. District 17H feels justified in requesting this 
supplemental appropriation because of the promises made to us by 
officials from the Billings area office of Indian Affairs and the pro- 
cedures forced upon us. 

Mr. Kirwan. Does that complete your statement? 

Mr. Satyer. Yes, sir. 

Mr. Krrwan. Does that complete your witnesses? 

Mr. Metcautr. Yes, sir; that completes our witnesses, Mr. 
Chairman. 

Mr. Krrwan. I can say this, Mr. Metcalf, that I think you have’ 
presented to the committee a very good case as to what happened in 
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Montana between the Bureau of Indian Affairs and the State of 
Montana education officials with respect to the schools. 

Mr. Mercatr. Thank you very much, Mr. Chairman. We feel 
that these people were made promises and they are not realizing on 
those promises, and they have presented to you what will happen to 
their districts if this appropriation is not made. 

Mr. Maanusow. Is this the first year; Miss Condon, that you have 
had this sort of trouble? 

Miss Conpon. No, sir. It has a long history of this sort of thing. 
This is the worst year we have had. 

I was somewhat shocked in talking to the Interior Committee clerk 
in the Senate about a presentation made to that group to hear that 
this Johnson-O’Malley Act has been most acceptable in all of the 
States and that no one is having any trouble with it. I assure you that 
that is not true. That is a very fine piece of legislation, but the 
interpretations put on it by the Indian Bureau has caused considerable 
difficulty in Montana over a period of many years, and also in Nevada, 
Idaho, Washington, and several other States, but apparently the 
Indian Service has not made that plain to Congress. The law is good, 
but the interpretation of the law we have is out of line with what is 
the actual practice in the States. 

Mr. Fenton. Have these gentlemen who represent the Indian 
Bureau been there very long? 

Miss Conpon. This problem was developed by Mr. Fickinger and 
Mr. Haverland. They were transferred, and Mr. Cooper was brought 
in. The man there now, of course, is not in a position to come in 
and testify to this committee, but I know that his personal sympathies 
are with us. 

Mr. Fenton. The two gentlemen that had to do with this left? 

Miss Conpon. Yes, they left. 

Mr. Kirwan. Congressman Fjare we will be very glad to hear you 


STATEMENT OF HON. ORVIN B. FJARE 


Mr. Fsare. I have a very brief statement, Mr. Chairman. 

I want to compliment these people, many of whom are from my 
district, for coming here today and giving this comprehensive 
testimony. 

To use a term which is so popular today, I think this evidence will 
bear out that someone in the Indian Bureau rather tragically “goofed.’”’ 
I certainly want to appeal to the committee to see to it that no one 
individual there, who is somewhat irresponsible, can affect the educa- 
tion of our people in the State of Montana. I think it is a very serious 
thing and I seriously appeal to you to help these people, Mr. Chairman 
and gentlemen of the committee. 

Mr. Kirwan. I want to congratulate you people for coming here. 
You have done credit to your State. 

Miss Connon. We deeply appreciate this opportunity, Mr. Chair- 
man. 

Mr. Mercatr. I want to add my appreciation to this committee for 
giving us this very fine hearing. 

Mr. Krrwan. Thank you. 

Miss Conpon. Thank you, and come and see us again. 
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SUBCOMMITTEE ON DEPARTMENT OF DEFENSE APPROPRIATIONS 


GEORGE H. MAHON, Texas, Chairman 


HARRY R. SHEPPARD, California RICHARD B. WIGGLESWORTH, 
ROBERT L. F. SIKES, Florida Massachusetts 

W. F. NORRELL, Arkansas ERRETT P. SCRIVNER, Kansas 
JAMIE L. WHITTEN, Mississippi GERALD R. FORD, JR., Michigan 
GEORGE W. ANDREWS, Alabama EDWARD T. MILLER, Maryland 
JOHN J. RILEY, South Carolina HAROLD C. OSTERTAG, New York 
CHARLES B. DEANE, North Carolina GLENN R. DAVIS, Wisconsin 
DANIEL J. FLOOD, Pennsylvania 


Tuurspay, Frpruary 24, 1955. 
DEPARTMENT OF DEFENSE 
Ciaims, DEPARTMENT OF DEFENSE 


WITNESSES 


LT. COL. C. C. TAYLOR, JAGC, USA, CLAIMS LIAISON OFFICER, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, DEPARTMENT OF 
THE ARMY 

J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINISTRATIVE SERVICES 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION 


Mr. Manon. Gentlemen, we will proceed with the consideration 
of the supplemental request for claims as included in House Document 
88, and then to the regular justification for this item. They will be 
separate, of course, for the record. 

Will you identify yourself, please, Colonel? 

Colonel Taytor. Yes, Mr. Chairman. Iam Lt. Col. C. C. Taylor, 
Army claims liaison officer, making the statement before this com- 
mittee with regard to the appropriation ‘‘Claims, Department of 
Defense, 1955.”’ 

I have a prepared statement, if you would care for me to read it. 

Mr. Manon. Proceed. 

Colonel Taytor. Mr. Chairman and members of the committee, 
the appropriation “Claims, Department of Defense’’ provides funds 
for the payment as authorized by law of all noncontractual claims 
against the Department of Defense and represents the consolidated 
requirements of the Office of the Secretary of Defense and the Depart- 
ments of the Army, Navy, and Air Force. 

The nature of the purposes for which these funds are provided makes 
it difficult to predict with any degree of accuracy and very far in ad- 
vance the amounts which will actually be required. There are, how- 
ever, certain general factors that, from past experience, we can use 
as broad guidelines to arrive at an approximation of these amounts. 
For example, we know that the number of troop movements, ma- 
neuvers, and training activities unfortunately result in an increase in 
the number of accidents involving injury or damage to persons and 
private property. 

For fiscal year 1955 the Department of Defense requested and the 
Congress appropriated $7.68 million for such claims. Subsequent 
to the submission of the original estimates there have been a 
Comptroller General’s decision, and new legislation, which together 
have tended to increase the requirements above the original estimates. 
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Also, experience has shown that there has been a general increase 
in the amounts of the judgments rendered by the courts in cases which 
are litigated, as well as increases in amounts claimed in other cases, 
where damages to property are involved and labor and material 
comprise a substantial element of the claims. In addition, the time 
delay factor between accidents and the filings of claims, and between 
the institution of an action and the settlement of the suit have resulted 
in backlogs in many categories. As a result of all these factors it is 
now estimated that an additional $4.32 million will be required for 
payments under this appropriation for the current year. 

I would like to mention a few of the specific factors which have led 
us to the conclusion that additional funds will be required for this 
fiscal year. 

Approximately $2,067,500, or almost 48 percent of the estimated 
additional requirements, are for the general category of personnel 
claims. An analysis of current obligations and expenditures indicate 
that the requirements for claims for damage to, loss, destruction, or 
abandonment of personal property incident to service of military and 
civilian personnel of the Department of Defense, especially veterans 
of the Korean conflict pursuant to Public Law 177, 83d Congress, are 
running higher than had been originally estimated. An additional 
$457,500 will be needed for this type of claim. It is estimated that 
an additional $734,500 will be required for repayments of erroneous 
collections. These repayments are attributable to a decision of the 
Acting Comptroller General, dated April 23, 1954, which provided that 
personnel who reenlisted prior to October 26, 1951, and who failed to 
complete terms of enlistment are not required to refund any portion 
of the reenlistment bonus paid incident to such reenlistment. A large 
number of collections had been made, and in compliance with this 
decision refunds will be made to the individuals. The balance of 
additional requirements in the amount of $875,500 for this general 
category is for claims resulting from the correction of military and 
naval records. These corrections are ordered by a civilian board in 
each military department where it is determined that such military 
or naval records should be changed to correct an error or remove an 
injustice. The Department of the Army has a large number of ter- 
minal-leave-claim cases which are expected to be settled this year. 
The number of cases of this type is now estimated to be fewer than 
was originally estimated, but payments are averaging much higher 
than those of past years for this category. Obligations through 
December 31, 1954, for 257 cases amount to $942,179 and have 
already exceeded the amount provided for this item in the original 
estimates. 

Tort claims account for almost 52 percent of the estimated addi- 
tional requirements for the current year. It is estimated that approx- 
imately $2,230,500 more will be required during the current year for 
all types of tort claims. Federal Tort Act claims, foreign claims, and 
litigated claims against the military departments which are com- 
promised, arbitrated, or settled by the Attorney General and approved 
by the court account principally for the additional requirements in 
this general category. Claims under the Federal Tort Claims Act 
will require $149,000 more than was previously estimated. Due to 
increasing cost of labor and parts and larger amounts allowed for 
personal injuries, the average claim received and paid is now exceeding 
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the average of claims based on similar incidents of previous years. 
An additional amount of $1,542,000 is estimated for foreign claims, 
which includes claims pursuant to both the Foreign Claims Act of 
1942 and Public Law 734, 83d Congress. The claims appropriation 
was approved before the enactment of Public Law 734, and, therefore, 
no provision has been made for the payment of claims pursuant to 
this act. Under terms of international treaties and agreements to 
which the United States is a party and as implemented by Public Law 
734, there has been established a reciprocal and it is believed, a more 
effective remedy for the settlement of certain claims as a result of 
line-of-duty acts or omissions of personnel of the Department of 
Defense in foreign countries. Public Law-734 authorizes the reim- 
bursement to foreign governments for the agreed pro rata share of 
such sums as may be expended by foreign governments for the pay- 
ment of claims settled pursuant to the terms of such international 
agreements. Non-line-of-duty claims have also been increasing as a 
result of operations in additional foreign areas, and it is anticipated 
that approximately $332,000 will be required for the payment of 
claims pursuant to the Foreign Claims Act of 1942 over the amount 
originally estimated. 

An additional amount of approximately $500,000 will be required 
for compromise settlements to be completed by the Attorney General 
in collaboration with the military departments. Amounts awarded 
in personal injury cases are most difficult to estimate. Almost all such 
settlements involve cases in excess of $1,000, and in many instances 
represent very large amounts. For example, during the first half of 
this year compromise settlements in the amount of $375,000 were paid 
for one incident.' While some settlements are for very large sums, they 
are considerably less than the amounts which otherwise we would be 
required to pay if the case were to go to a judgment. It is estimated 
that about $39,500 will be required this year for all other types of 
tort claims, including noncombat activity claims under authority of 
the Military Claims Act of 1943, National Guard activity claims for 
which payment is authorized in the appropriation language and Guam 
claims payable under the Guam Claims Act. 

The number of admiralty claims currently being presented has been 
increasing, especially in the Department of the Army. The Maritime 
Claims Act of 1951 authorized the Departments of the Army and Air 
Force to settle administratively claims of this type in a similar manner 
as the Department of the Navy has been doing for some time. An 
additional $30,000 is estimated to be required this year for this purpose. 

In summary, the estimate of $12 million for the fiscal year 1955 is 
the best available projection that can be made at this time of the 
additional amount which will be required for the payment of all non- 
contractual claims against the Department of Defense. 

With respect to the Department of Defense request for authority 
to pay from current appropriations certain audited claims of the 
Department of the Army and the Department of the Navy, which 
have been certified as due and payable by the Comptroller General 
from lapsed appropriations, I should like to state that the $6,750 item 
due by the Department of the Army is concerned with procurement 
of 90 guns which were manufactured during period January 30, 1946, 


| This compromise was reached after judgment in the lower court against the Government was entered 
in the amount of $415,000, or a net saving of $40,000. 

















rears. 
aims, 
ct of 
ation 
fore, 
nt to 
ts to 
Law 
more 
It of 
it of 
eim- 
re of 
pay- 
onal 
as a 
ated 
t of 
ount 


‘ired 
eral 
rded 
such 
neces 
if of 
paid 
they 
1 be 
uted 
s of 
y of 
for 
lam 


een 
ime 
Air 
ner 
An 
ose. 
5 is 
the 
on- 


rity 
the 
ich 
ral 
em 
ent 
46, 


tered 


141 


to November 4, 1950, by the Department of the Army. This is a 
royalty that came up later. The voucher was not presented in time 
for payment to be made while the Army funds were legally available 
for payment, consequently it was necessary to treat this seventh and 
final payment of the royalties under applic ‘able claims procedures. The 
items listed for the Department of the Navy are also language items, 
including three certified small underpayments or payments to be 
made as refunds, and so forth in 1940; 144 certified items in 1943; 
1 in 1946; 40 in 1948; 27 freight bills in 1943: and 3 certified items for 
fuel furnished naval vessels in 1948. As the appropriations for pay- 
ment of these items has lapsed, recourse to the audited claims pro- 
cedure is necessary. 

Mr. Manon. You have made a very interesting and comprehen- 
sive statement. We will be glad to give this request consideration. 

Are there any questions? 

Mr. Fioop. Colonel, is there any analogy as between the claims 
you process and those which are processed, let us say, by an insurance 
company? 

Colonel Taytor. I would say with respect to matters such as dam- 
age to automobiles and personal injury cases we can do it as effectively 
and for less than the insurance company can do it. Our personnel 
who have had the accident are right there to take care of it. 

Mr. Fioop. You would say that your record is as good as that of 
a private insurance company, all things being equal, in all things 
where there is an analogy? 

Colonel Taytor. Yes, sir. I want to point out such things as the 
foreign claims that nobody would be interested in insuring. 

Mr. Fioop. Colonel, | am not talking about anything in which 
there is not an analogy. 

Colonel Taytor. I see. Yes, sir. 

Mr. FLoop. Your answer is, ‘‘Yes’’? 

Colonel Taytor. Yes. 

Mr. Fioop. That is all, Mr. Chairman. 


OBLIGATIONS AND EXPENDITURES 


Mr. Wiccieswortu. Colonel, what are your actual obligations 
against your appropriation for this year of $7,680,000? 

Colonel Taytor. We can give that as of December 31, sir. 

Mr. Wy ui. Obligations as of December 31 totaled $4,416,734. 

Mr. WiecLeswortH. What are your expenditures? 

Mr. Wyuie. $4,171,802. 


EXPLANATION OF INCREASE 


Mr. WiccLeswortu. I am not clear in my mind why there is this 
very large increase. We got along from 1951 through 1954 on $5 
millioa or $6 million. For this year we gave you the biggest appro- 
priation you had ever had of $7,680,000, and now, 6 months later, 
you are back to tell us you need $12 million for the current fiscal year. 

I should like to have a few facts on this. 

Colonel Taytor. Sir, I think I can account for that, if I might go 
a little more in detail. 

Mr. WicGLeswortH. Have you anything there in tabular form? 
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Colonel Taytor. Yes, sir. 
Mr. WiacLeswortu. I can always see things more clearly if I have 

a few figures in front of me instead of generalities and guesses. 
Colonel Taytor. May I submit this information to you, sir? 
(The information is as follows: ) 


Claims, Department of Defense 


Presently available, | Revised estimates, Amount of supple- 
fiscal year 1955 fiscal year 1955 mental, fiscal year 1955 


Category ws Ee 


Number} Amount | Number| Amount 


| 

| Number | Amount 
| 
| 


| 
; | 
Personne] claims: 








Military and civilian.__........| 13, 764 | $2,630,000 | 17,814 | $3,087,500 | 4,050 | $457,500 
Marine casualty --_-.......-_---.. 10 20, 000 10 DOO books ices eth aaehes 
Repayments of erroneous col- 
lections eR 3, 285 50,000 | 23, 500 784,500 | 20,215 734, 500 
Correction of military and naval | 
records. j ; 674 551 1, 430, 500 | (123) | 75, 500 
a ee ee 17, 733 41,875 | 5,322,500 | 24,142 | 2,067,500 








} 


Tort claims: | | | 
| eee a — 6, 800 800, 000 6, 800 949, 000 |___- aoe 149, 000 





Foreign b* ia 5, 900 678, 000 13,998 | 2,220,000} 8,098 | 1,542,000 
Noncombat activities ; 3, 520 407, 000 4,170 439, 000 | 650 | 32, 000 
Compromise settlements 3 270 | 2,100, 000 342 | 2,600,000 | 72 | 500, 000 
Property damage ___ eee 15 5, 000 20 | 3, 000 | 5 (2, 000) 
National Guard activities___-- 100 12, 500 82 | 17, 000 | (18) | 4, 500 
Guam _-- ian : ‘ 2 5, 000 | 2 5, 000 


nook _._..| 16,605 | 4,002,500 | 25,414 | 6,233, 000 | 


8,809 | 2,230, 500 





Subtotal 














Admiralty claims___- , a 210 390, 000 195 | 420,000 | (15) | 30, 000 
Other miscellaneous claims: m oe J 
Post Office_____- pas 49 27, 500 108 19, 500 | 59 | (8, 000) 
Training contracts_..-_._-- 3 | 5, 000 1 5, 000 | Cotes 
Subtotal___..-_--- Oe eae 52 32, 500 109 24, 500 57 (8, 000) 
ME ee tad 34, 600 | 7, 680, 000 67, 593 | 12,000, 000 32, 993 | 4, 320, 000 





Mr. WicGLeswortu. You have handed me a table which shows the 
number of claims presently available. I do not know what date that 
is. 

Mr. Lortis. It is funds appropriated for the fiscal year 1955. 

Mr. WicGLeswortu. Six months ago, when you were up here 
before. The table also gives the value of those claims. 

Then in the second column you have a revised estimate for fiscal 
year 1955, numbers and amounts. 

Then in the third column you have the amount of the supplemental 
request, fiscal year 1955, by numbers and amounts. 

Is there any argument about any of these claims? Have you 
actually got the number of claims on hand that you show here in 
column 2, or are these estimates? 

Colonel Taytor. They are estimates, sir. Most of them have 
either been paid in the first 7 months of the year 

Mr. WiacLeswortu. I am talking about the revised estimates here. 

Colonel Taytor. Yes, sir. 

Mr. WicGLeswortu. That led to the supplemental estimate we 
are talking about. 

Colonel Taytor. Sir, I wanted to say that this revised estimate 
includes those that we do have and some that we anticipate. 

Mr. WicGLeswortuH. That is what I want to get at. They are not 
firm figures; they are guesses? In column 1 you have firm figures, I 
assume. Those are actually on hand? 
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Colonel Taytor. No, sir; those were not on hand. Those were 
estimates made this time last year, sir. 

Mr. WiGGLEeswortH. How do you estimate the number of claims 
you are going to have on hand 6 months hence, and the value of those 
claims? 

Colonel Taytor. Sir, the only way that we might do it is in the 
light of our past experience, which is the total number that we have 
actually paid out in fiscal years 1952, 1953, and 1954, and the amount 
paid out in the first 6 months of fiscal year 1955. 

Mr. WicGLeswortu. You have told us you have paid out $4.1 
million in the first 6 months of fiscal year 1955. 

Colonel Taytor. Yes, sir. 

Mr. WiaGLeswortH. But you tell us you think you will need $8 
million, roughly, for the second 6 months. 

Colonel Taytor. Yes, sir. 

Mr. WiGGLEswortTH. So you cannot be basing your estimates much 
on the experience of the first 6 months of the year? 

Colonel Taytor. I also pointed out that under Publie Law 734, 
which we did not budget for last year, that we have estimates in bills 
from foreign countries for our share under the treaty of approximately 
$1.6 million. No provision had been made for such payments in the 
original estimates. 

Mr. WiaeLeswortn. That is $1.6 million of the $12 million total 
is due to new legislation; is that right? 

Colonel Taytor. That is right; yes, sir. 

Mr. Wiacieswortu. Then, on the basis of your experience for the 
first 6 months, it would seem that you are still way below the total of 
$12 million you are asking for. 

Colonel Taytor. Sir, I realize, of course, you do not have my state- 
ment there, but I would like to call your attention to $734,500 for the 
repayment of erroneous collections, likewise not budgeted for in 1955. 

Mr. WicaLeswortH. How much is that? 

Colonel Taytor. $734,500. 

Mr. WicGLeswortu. Because of erroneous collections? 

Colonel Taytor. Yes, sir. That is money which the Government 
has already collected from the individual enlistees. It is a question 
of using this appropriation to reimburse these persons pursuant to 
the decision of the Comptroller General. 

Mr. WiacieswortnH. If you take your experience for the first 6 
months of fiscal 1955, which is $4.1 million, and if you add the 2 
sums you have just mentioned, which total about $2.3 million, that 
gives a requirement of about $6.4 million for the second 6 months, 
and you are in fact asking for about $8 million. 

Colonel Taytor. All right, sir. I am sorry that I did not realize 
that you wanted me to give you the tabular form of the rest of those 
to be added to the two figures. 

Mr. WiacLeswortH. Not having a copy of your statement I may 
not have followed it closely enough. 

Colonel Taytor. Yes, sir. 

Mr. WIGGLESWworTH. Just to come up and say, ‘‘We estimate we 
will need $8 million for the next 6 months,”’ does not go very far in 
terms of justification. 


10 
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GREATER NUMBER OF COMPROMISE SETTLEMENTS THAN ANTICIPATED 


Colonel Taytor. All right. There was also an additional sum of 
$500,000 increase in compromise settlements made by the Attorney 
General of the United States. 

Mr. WicGLeswortH. What do you mean by that? Did you esti- 
mate that he could settle them for $500,000 less? 

Colonel Taytor. Either that, sir, or he settled more cases, possibly, 
than we estimated would have reached settlement. 

Mr. WiccieswortH. That is included in your first 6 months’ 
experience, is it not? 

Colonel Taytor. Part of it. That which has been paid out is in- 
cluded in the first 6 months. 

Mr. WiaGieswortH. How much has been paid out of the $500,000? 

Colonel Taytor. Sir, what I mean is that we originally estimated 
and were granted in the original 1955 appropriation $2.1 million. 
We now need for this particular item $2.6 million, or an increase of 
$500,000. 

When I say that the Attorney General has either settled more 
cases than we had estimated or the cases were settled for in higher 
sums, the latter is the more accurate of the two. We now estimate 
that 342 suits will be settled this year, whereas our original estimate 
was 270 cases would be settled by compromise. 

Mr. Mituter. Will you yield for a question? 

Mr. WiccLteswortnu. Certainly. 

Mr. Mituer. Did I understand you to say in the cases tried in 
the district courts under the Tort Claims Act the level of judgments 
has been higher in the last few months than you had anticipated; 
that is, recoveries by the various plaintiffs have taken a higher level? 

Colonel Taytor. Sir, that is my own opinion. 

Mr. Miuier. That is what you think? 

Colonel Taytor. Yes, sir. 

Mr. Miuier. That would also result in a higher level of settlements 
of cases that do not go to trial; would it not? 

Colonel Taytor. Yes, sir. 

Mr. Mixer. In normal circumstances the Government attorneys 
would feel justified in settling for a higher figure if they knew that 
the chances were that the juries were bringing in higher verdicts? 

Colonel Taytor. The Federal judge; yes, sir. 

Mr. Fioop. Will the gentleman yield to me? 

Mr. Wiaeieswortu. I yield. 

Mr. FLoop. You told Mr. Wigglesworth that these were estimates 
in certain categories? 

Colonel Taytor. Yes, sir. 

Mr. Fioop. Your estimates are based upon some of the reasons 
you are giving now, including what Mr. Miller asked you. There are 
other reasons for your estimates? 

Colonel Taytor. Yes, sir. 


EFFECT ON CLAIMS OF REDUCTION IN FORCES 


Mr. Fioop. Of course, one of the reasons for your estimates I 
should like to particularly emphasize. You say the first column is 
the figures you gave us last year, which were estimates at that time 
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last year. Now, of course, one of your elements is the size of the 
Armed Forces. In direct ratio to the size of the Armed Forces so do 
your claims vary? 

Colonel Taytor. In certain categories, Mr. Flood. 

Mr. Fxioop. In certain categories. Now in view of the fact that 
your Armed Forces are supposed to be reduced I would take for 
granted that in that category your estimates would be reduced. You 
are not suggesting that you have not thought about what I am talking 
about, have you? 

Colonel Taytor. Yes, sir; I have. May I make this comment 
please, sir: For example, if the forces had to reduce several hundred 
thousand a certain percentage of those would be married men who 
would have their families, homes and household goods. If we pro- 
jected the fact that they would continue on duty they would not be 
moving. When people move it does raise the rate. 

Mr. Fioop. I know, Colonel. 

Colonel Taytor. So far as automobile accidents are concerned you 
are entirely correct and they will decrease. 

Mr. Fioop. I am entirely correct on both counts. My question to 
you on this application for funds is: Did you, in compiling your 
estimates, recognize the fact that for the fiscal year we are talking 
about the Secretary of Defense has called for a reduction in the 
Armed Forces personnel, in bodies? 

Colonel Taytor. I think for the supplemental, 1955; yes, sir. 

Mr. FLoop. Do you not know? As a matter of fact, you did not. 
You forgot about what I am talking about, did you not? It just never 
occurred to you in making your estimates that as a matter of fact in 
the very budget we are talking about, the estimates for which vou are 
asking funds, the See retary of Defense has asked that this budget be 
cut in bodies X number of people? 

Colonel Taytor. This is the supplemental, sir. 

Mr. Fioop. Take it on the basis of the supplemental. You told 
Mr. Wigglesworth column 1 was an estimate made as of last year for 
X bodies. Do I understand that you are presenting a request for a 
budget to us and in that you have examined this proposed cut for 
1956? I refer to just your shop. 

Colonel Taytor. I believe that we have, sir. 

Mr. Fioop. | will bet you have not. 

Mr. Lortis. May I suggest, sir, that the claims appropriation fol- 
lows anywhere from 18 months to 2 years behind decisions such as you 
mention. In other words, the effect of a reduced Military Establish- 
ment on the claims appropriation would not be realized to any great 
extent in the fiscal year 1956 and certainly not in 1955 because of the 
time lag in adjudication of cases, and so on. 

Mr. Foon. I believe that. 

Mr. Lortis. It is similar to the buildup. 

Going back to the question Mr. Wigglesworth had asked, we did 
have a number of years for claims at about the $6 million or $7 million 
level. They have increased to approximately $12 million as our best 
estimate at this time as to what they are going to be, and that can be 
attributed to the fact that since Korea we have maintained a con- 
siderably higher level in the Military Establishment. 

Mr. Fioop. Actually, your basic yardstick regardless of all the 
other yardsticks, is the size in numbers of the armed services. That 
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is the keystone. They can be nine others, but that one you have to 
begin with; is that not true? 

Mr. Lortis. Yes, sir. 

Mr. Fioop. All right. 


VARIATION IN CLAIMS ESTIMATES 


Mr. Wice.eswortx. What impresses me, Colonel, looking at 
the table you have given me, is that when you were here before you 
estimated, for example, 3,285 claims for repayment of erroneous collec- 
tions, $50,000. Now your guess is 23,500 claims for repayment of 
erroneous collections, at $784,500. There is a difference of $734,500 
on the basis of a bad guess, apparently, in that field. 

Then if we look at the correction of military and naval records, your 
estimate was 674 in number and $555,000. Now the estimate in 
number appears to drop to 551, but your estimate in dollars goes up 
to almost 300 percent as much, to $1,430,500. I do not understand 
that. 

There are two other items there which account for most of the 
increase. One is the foreign claims which you have referred to. 
You estimated only 5,900 claims at $678,000. Now, 6 months later, 
your estimate is 13,998 claims at $2,220,000. 

The compromise-settlement figures, as you have pointed out, goes 
up a half million dollars. 

How good are these estimates? The changes make me wonder. 
They are not actual figures; they are just guesses, are they not? 

Colonel Taytor. Yes, sir. I think they are much better 6 months 
after you have lived with them than when we first made them. 

Mr. WieaeGLteswortuH. But you have been living with most of them 
for years, have you not? 

Colonel Taytor. No, sir. 

Mr. WiceteswortH. There are some new ones added, but the 
same principles apply, do they not? 

Colonel Taytor. The first one was an entirely new one. 

Mr. Wiccieswortu. Erroneous collections? 

Colonel Taytor. The decision of the Comptroller General of the 
United States said that we had to make refunds to about 20,000 men 
for amounts that we had collected from them, Mr. Wigglesworth. 
We said, when they got out before they served their time, because they 
had drawn reenlistment bonuses they had to give them back. The 
Comptroller General ruled that any such collections should be re- 
funded to the individual. 

Mr. Wiaciesworrtn. The next one is the correction of military and 
naval records. 

Colonel Taytor. The correction of military and naval records 
results, from the fact that the amounts which the Comptroller General 
of the United States also says he will determine—we correct the record, 
but he determines the amount—have been running higher than we 
thought they would be. 

Mr. WicGLteswortn. They are running three times as high for 551 
claims as you guessed they would run for 674 claims. 

Colonel Taytor. Yes, sir. The only thing I can give you as an 
example is this: If the Secretary corrects a certain record to show a 
man. who had a dishonorable discharge as having been given a general 
discharge and he was in prison for a considerable length of time 
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naturally we did not feel he was going to get all that money, but the 
Comptroller decided he is entitled to his pay during the whole time. 
Accordingly we had to revise our figure upward to correspond with 
that which had been determined in the settlement of accounts by the 
Comptroller. 

Mr. WiccLesworrtn. If this money is not used does it revert to the 
Treasury at the end of the fiscal year? 

Colonel Taytor. Yes, sir. 

Mr. WiceLeswortnH. That is all, Mr. Chairman. 


COLLECTION OF CLAIMS FROM FORMER SERVICEMEN 


Mr. FLtoop. Mr. Chairman, I have one question. 

Colonel, for several weeks this committee—at least myself—with 
the various witnesses who have been here has been playing a game with 
the witnesses. The game is, “I will bet you cannot find out in what 
office of this Department this problem lies.” 

Let me see if I can find out where your problem lies. So far, at 
least, I have lost badly. I have a very bad score on my part. 

Do you have anything to do with the policy or execution of this 
business of collecting bac +k claims from military personnel months and 
years after they get out, for payments that have been made to them? 

I have an impression about these cases, and many members get a 
lot of these cases to consider. Years after they are out or months 
after they are out—anyhow, after they are out and they are working: 
some poor family gets a letter with a lot of official seals on it from some 
general: 

You owe us $79.86 for 2 tires and a mudguard for Jeep XYZ 419P in El Paso 3 
years ago. Where is the money? 

This boy has forgotten what the problem was until he is reminded 
about it. His mother or father has to pay this thing. They do not 
know what it is all about. They are going to be sued, with the might 
and the majesty of your office running these things into the ground. 

Is that your policy? Is that your section of the Department? ? Do 
you have a lot of ““Deadeye Dicks” running these things? Is that all 
you fellows have to do? Where does that lie? Is that Justice or 
Defense? 

Colonel Taytor. Well, it rests with the various departments, the 
military departments; that is, the collection of money of that type. 
As you pointed out, it is not within my office. 

Mr. Fioop. Lost again. I will catch them; do not worry. 

Mr. Manon. Thank you very much, Colonel. 


Tuurspay, Fesruary 24, 1955. 
UnrrormM ALLOWANCES 


WITNESS 
MAJ. GEN. R. S. MOORE, SPECIAL ASSISTANT TO THE COMP- 
TROLLER, DEPARTMENT OF DEFENSE 


Mr. Manon. General Moore, will you tell us about the proposed 
provision in House Document 88 relating to uniform allowances. 
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General Moore. There is a textual provision proposed for inclusion 
in the supplemental appropriation bill which would make appropria- 
tions for the Department of Defense, both military and civil functions, 
available for the payment of uniform allowances authorized by title IV 
of Public Law 76: 

This act authorizes the payment of uniform allowances to employees 
required to wear uniforms by regulations “existing on the date of the 
enactment of this act.’ 

The effect of this act in the Department of Defense is that of the 
approximately 44,023 employees now required to wear uniforms, about 
25,610 could technically be granted allowances when appropriations 
are made available. These employees are required to wear uniforms 
by local written regulations existing on the date of enactment of Public 
Law 763 or by a departmentwide regulation in just one of the military 
departments. 

About 18,413 other employees now are required to wear uniforms 
by custom or unwritten order. These employees would be excluded 
from receiving uniform allowances because no written regulations exist 
requiring them to wear a uniform. Many of the employees excluded 
are in the same occupational group as those eligible for uniform allow- 
ances. 

Since employees are not presently required to wear uniforms by 
departmentwide regulations it is at this time extremely difficult for 
the Department of Defense to authorize uniform allowances for its 
employees on any equitable basis. Under present circumstances, 
some guards, for example. could be granted uniform allowances while 
others could not. The Department of Defense, therefore, has re- 
quested the Bureau of the Budget to sponsor legislation which would 
strike from title IV of Public Law 763 the words ‘‘existing on the date 
of enactment of this act.’”’ Such a proposed change has been for- 
warded by the Bureau of the Budget to the Congress. If the change 
is made the Department of Defense will then be in a position to re- 
view the existing situation of spotty localized coverage and issue 
departmentwide regulations which would assure equitable treatment 
for employees in all occupational groups required to wear uniforms. 

The Department does not propose to start paying this uniform 
allowance on an inequitable basis. As soon as, and if, the proposal 
is enacted by the Congress, the Department’s intention is to review 
completely all the individuals concerned by categories and get out an 
equitable regulation to pay uniform allowances under the statute. 

The amount involved for each person, as you gentlemen know, is 
not to exceed $100. In some cases I have reason to believe that the 
allowance would not be the maximum because the types of uniforms 
worn and required vary in quality, type, and character. 

I might enumerate certain occupations involved in this: guards, 
firefighters, medical personnel, chauffeurs and vehicle operators, food 
handlers, elevator operators, commissary personnel, inspectors, 
laundry personnel, warehousemen, repairmen, stock handlers, aircraft 
tow operators and there continues a considerable list. 

Mr. Manon. In a few words, you are seeking to make uniform 
allowances uniform? 

General Moore. That is exactly it. The greatest cost on an annual 
basis will never materialize. However, if all of the people involved 
in this tabulation were authorized the maximum rate, it would 
amount to $4,400,000. 
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After the regulations are perfected and adopted, most assuredly 
the requirements will be somewhat less than that figure. 

Mr. Manon. Well, what comparison would you make between this 
cost of which you speak and present costs having to do with uniform 
allowances? 

General Moore. We do not pay uniform allowances at the moment. 

Mr. Manon. I was thinking of the whole Government. You were 
speaking only of the Department of Defense? 

General Moore. Yes, and when I discussed the question of the 
possibility of allowances not being exactly the same in all cases, the 
food handler in a cotton uniform or shirt would have a uniform that 
would not cost as much as the uniform of a chauffeur which is ordinar- 
ily a dark clot: of substantial quality. The proposed text now being 
considered is required to permit use of appropriations for the purpose 
and the Department will rely on it as soon as the payments can be 
made uniform. 

Mr. Manon. Thank you very much for your presentation, General 
Moore. 


Tuursbay, Fespruary 24, 1955 


RetireD Pay, DEPARTMENT OF DEFENSE 


WITNESSES 


CAPT. J. B. HOYT, USNR, SPECIAL ASSISTANT TO CHIEF OF NAVAL 
PERSONNEL, DEPARTMENT OF THE NAVY 

J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINISTRATIVE SERVICES, 
OFFICE OF THE SECRETARY OF DEFENSE 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 


Mr. SHepparp. The next witness I should like to have make a 
presentation or subject himself to inquiry is Capt. J. B. Hoyt, special 
assistant to the Chief of Naval Personnel, Department of the Navy. 

This has specific reference, Captain Hoyt, to House Document 88, 
wherein you are making a request for an additional amount for 
retired pay of $10.5 million to be derived by transfer from ‘‘Military 
personnel, Navy, fiscal year 1955.” 

When was the deficiency first recognized, Captain? 

Captain Hoyr. Approximately the 1st of October it became evident 
that the figures were running ahead of the estimates. In other words, 
there were more people coming on the lists than we had anticipated. 
To date we are not in trouble. The expenditures and obligations ran 
very closely for the first 3 months, but in the second quarter they 
began to run ahead, so that it did not look as though the original 
$404.5 million would carry through to the end of the year. 

It is never very pleasant to come here and say that your estimates 
were wrong, but the fact remains that we have been faced during the 
last year with a gradual reduction in force, some of it fairly sharp. 
When you reduce your active forces the first people to walk the plank 
are the old men. The old men obviously have retirement benefits. 
They have earned them under the law. They have had long service. 
When you push those people out they naturally are entitled to retire- 
ment, and they take it. 
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I think you will find on close examination of the figures that that 
situation is responsible for almost all the increases, not only in the 
supplemental but in the request for funds for fiscal year 1956. It is 
due to the fact that we have had to force out through the reduction in 
force a number of officers and enlisted men who are entitled to retire- 
ment, and who normally, if the services had stayed at full strength, 
would not have gone. 

Mr. Suepparp. Is that tabulation you have reasonably up to date? 

Captain Hoyr. This tabulation of obligations is through December 
31, 1954; yes, sir. 

Mr. SHEPPARD. Does that give personnel on the rolls, et cetera? 

Captain Hoyr. Yes, sir. 

Mr. SHepparp. If you have a copy available, I should like to have 
it made a part of the record at this point. 

(The information is as follows:) 
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Retired pay, Department of Defense—Number of annuitants on the rolls by months, 
fiscal year 1955 


. . a ' | lo . 
Nondis- Temporary | Permanent Fleet Survivors | 


ability disability | disability | Reserve | benefits | Total 


Month 


16,018 | 192 | 168, 905 


July — 7 74, 147 13, 434 65, 114 | 
August 74, 937 13, 646 34, 908 | 16, 577 231 | 170, 299 
Septem ber 75, 473 | 13, 890 44, 859 | 16, 743 | 267 | 171, 232 
October. 76, 219 | 14, 024 | 35, 176 | 16, 943 299 172, 661 
Novem ber , 76, 821 | 14, 096 | 65,118 17, 033 314 173, 382 
Decem ber 77, 453 14, 370 65, 263 | 17, 112 | 330 174, 528 
June (estimated) 81,073 | 15, 153 | 66, 550 | 16, 701 179, 973 
Original budget estimate. 78, 122 15, 730 | 67,417 | 15, nee 176, 988 


OBLIGATIONS AND EXPENDITURES 


Mr. SHepparp. What were the obligations and expenditures as of 
December 31? 

Captain Hoyt. The obligations as of December 31 were 
$202,126,000, and the expenditures were $199,609,000. 


DISABILITY RETIREMENTS 


Mr. SHepparp. Do you consider that your disability retirements 
are pretty well controlled? If so, what is the modus operandi that 
would give vou the control? 

Captain Hoyr. Well, I suppose from the standpoint of the com- 
mittee and the services that is the one bright spot in the present 
situation. The physical disability curve is flattening out. The 
reason for that is that physical disability numbers are directly re- 
sponsive to the size of the service. The fewer people you have in 
the service the fewer people you have exposed to physical disability. 

The other thing that controls it is the new law, the Career Compen- 
sation Act of 1949, which set up the temporary disability list. Now, 
at the end of 5 years, which we are just coming into, there are a 
number of people who are going to be subject to final reexamination. 
At the present moment a great many of those people are going to be 
removed from the temporary disability retired list. Those numbers 
being separated will increase over the years, because the 5-year period 
will apply to greater and greater numbers from 1950 on. 

Actually, many people in the service feel that the new physical 
disability retirement law is a little rough on them. 

Mr. SHepparp. Gentlemen of the committee, before we take the 
witness on this particular category, if you do not mind, we will pick 
up with the regular proposal before us for this year, and then we can 
clear it all up in one interrogation, if that is agreeable. 


BASIS FOR ESTIMATED INCREASE 


Mr. SuHepparb. Mr. Wigglesworth. 

Mr. WiccLeswortH. You have stated in regard to the supple- 
mental request that you would like $10,500,000 by transfer from 
military personnel, Navy, as I understand it? 

Mr. Wyuie. That is correct. 

Mr. Wice.LeswortH. You also told us that against an appropria- 
tion of $404,500,000 for the current fiscal year you had obligations as 
of December 31 of $202,126,000 and expenditures of $199,609,000. 





Captain Hoyt. Yes. 

Mr. WiGGLeswortH. So you had as of that date just about 50 
percent of your appropriation available for the last 6 months of the 
vear? 

Captain Hoyt. Yes. 

Mr. WieeLeswortH. Why do you come up now and ask for this 
increase? 

Captain Hoyt. Because the rate of increase for the retired list, 
the number of bodies coming on during the last 6 months, is going 
to be about the same as during the first 6 months. 

Mr. WicGLeswortu. You obviously do not need the money now. 
You do not need it until the last few days of the fiscal year, even if 
your estimates are accurate, is that not right? 

Captain Hoyt. That I will have to refer to the Comptroller’s office, 
the timing of it. 

Mr. WiGGLeswortH. You had $202,374,000 left to spend from 
December 31, 1954, to June 30, 1955. 

Mr. Lorris. That is correct. We estimated somewhere around the 
15th of June is when we would actually exhaust the present funds. 
Our purpose in coming here now is to expose this requirement to 
the committee for their consideration. 

Mr. WiaGLeswortu. Well, I realize this is largely mathematics, 
but it is mathematics dependent on a guess as to numbers, is it not? 

Captain Hoyr. I think that is the only accurate way to describe it. 

Mr. WiaGLeswortu. Where are the mathematics on this? You 
have given us some generalities, but there is nothing in the record, 
so far as I know, that shows us the basis of your computation of the 
$10,500,000. 

Captain Hoyt. The basis of computation is this: We believe we 
can make a reasonably accurate guess as to the number of people 
and the grades and the rate of pay. 

Mr. WicGLeswortu. That is a generality. That does not prove 
to me that you need $10 million, or $50 million, or any other amount. 
You must have some basis for the figure you are requesting. 

Captain Hoyt. We know the numbers on retirement. 

Mr. WicGieswortu. Where is it? 

Captain Hoyt. It is in this table. 

Mr. WicGLeswortnH. Which table? 

Captain Hoyt. In the justification table. 

Mr. WicGLeswortuH. For the supplemental request? 

Captain Hoyr. No, sir. 

Mr. WiGcGLeswortu. I am talking about the supplemental request. 

Mr. Wytute. I believe that I can help you. We have spent through 
the first 6 months, $202,126,000. 

Mr. WiGGLeswortnH. You have obligated it? 

Mr. Wytie. Yes, we have obligated that much. Our rate as of 
December 31 is about $34,100,000 a month, which means that we 
would be spending approximately $205 million if we did not increase 
our rate for the next 6 months, making our total requirement for 
this year about $407 million. 

Mr. WicGLeswortn. $407 million? 

Mr. Wytte. Yes. 

Mr. WicGLteswortu. And you have had $404,500,000? 

Mr. Wy ie. That is correct. Meanwhile, we have added approxi- 
mately 6,637 annuitants to the rolls during the first 6 months. We 
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are going to add about 5,500 more between now and June 30. We 
have to provide the money for new annuitants added to the rolls, 
particularly since they come on in January, February, and March, and 
they will be on the rolls for 6 months, 5 months, 4 months, and so on 
down to the end of the year. 

Mr. WiacieswortH. How many did you expect to put on when 
you were here for your regular request? 

Captain Hoyr. I have that figure. 

Mr. WicGLesworrTH. You either have to indicate how you arrived 
at your request mathematically, or you are asking us to accept your 
request on faith. 

Captain Hoyt. The original estimate provided for a year-end 
strength of 176,988 annuitants. The original estimate did not in- 
clude a figure for survivors’ benefits. 

Mr. Wiccteswortu. What year-end strength? 

Captain Hoyt. The year end of fiscal year 1955. 

Mr. WiccLteswortH. What is your figure now, under your present 
estimate? 

Captain Hoyt. The present estimate is now 179,973, which in- 
cludes an estimated 496 survivors of retired military personnel. 

Mr. WiccieswortH. That is about 3,000 extra people? 

Captain Hoyr. Yes. 

Mr. Wiccteswortu. That you did not figure on? 

Captain Hoyr. That is correct. It is 2,985 over the number 
originally estimated. 

Mr. Wicciesworrn. Of the 2,985, some are on for 11 months and 
some are on for 1 month? 

Captain Hoyt. That is correct. 

Mr. WiccLeswortnH. Can you give an average man-year increase 
over your original estimate? 

Mr. Wy ie. Our original estimate for 1955 showed 172,314 man- 
years and excluded any figure on the man-years for survivors’ benefits. 
This has been revised to show 174,428 man-years. 

Mr. Wiccieswortu. That is an increase of over 2,100 in man- 
years, is that right? 

Mr. Wyre. That is correct. 

Mr. WiccieswortuH. You do not need $10,500,000 for that, do you? 

Mr. Wytie. We have had a change in some of our rates that have 
increased in the various categories by virtue of the grade under which 
they are retiring. 

Mr. Wiccieswortn. I wish you would put something in the record 
to show mathematically how you arrived at this request. From my 
point of view, there is no use coming here unless you give us some 
figures. We have no basis to go on as to whether vou are correct or 
not, otherwise. 

Captain Hoyr. I think we can do that for you, Mr. Wigglesworth. 

Mr. Wice.ieswortu. I hope you can; otherwise, I do not know why 
you are here. 

AFTER RECESS 


Mr. Manon. Gentlemen, the committee will come to order. We 
will resume our hearings. Mr. Wigglesworth, will you proceed. 
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Mr. WiccieswortnH. Mr. Chairman, I understand insofar as the 
request for a supplemental appropriation is concerned, that during 
the noon hour a statement has been prepared showing details upon 
If there is no objection I suggest that the 
table the captain has prepared be inserted at this point in the record. 

Mr. Manon. Without objection it will be inserted in the record at 


which the request is based. 


this point. 
(The information is as fo 


llows:) 


Number of annuitants on retired rolls 


Actual | Actual 
Category 


1953 19 


} 
Nondisability 61,901 | 66,918 
Temporary disa- | 

bility. -.- 4, 962 | 
Permanent disabil- | 

ity. | 62, 869 
Fleet reserve 11, 515 | 
Survivors benefits 


9, 438 


64, 493 
13, 466 | 


Total....---.|141, 247°]154, 315 |167, 


Actual 
June 30,| June 30, June 30, 


73, 726 | 74,147 | 
3,111 | 13, 434 


,063 | 16,018 
149 192 231 


Actual 
July 31, 


54 1954 1954 


842 | 65,114 


891 (168, 905 


Actual 
Aug. 31, 


74, 937 


13, 646 


64, 908 


16, 577 


170, 299 


Actual | Actual 
Nov. 30,! Dee. 31, 
1954 1954 


Actual | Actual 
Sept.30,| Oct. 31, 
1954 1954 


76,219 | 76,821 | 77,453 


14,024 | 14,096 | 14, 370 
65,176 | 65,118 | 65 
16, 943 17, 033 17, 

299 314 


172, 661 |173, 382 |174, 5 


Additional requirements 


Actual obliga- 
tions through 


Dee. 


Nondisability - ‘ $95, 
Temporary disability-.- 

Permanent disability--- 

Fleet reserve ate 

Survivors benefits. 


Total 202, 


Estimated re- 
quirements 
for balance 
fiscal year 


31, 1954 
1955 


194, 70 $102, 323, 192 
, 467, 372 

, 449, 581 

5, 329, 345 

303, 679 


126, 831 


2, 873, 169 


Revised esti-| Presently 

ivailable 

fiscal year 
1955 


Amount ¢ 

of m ites for 

fiscal year 
1955 


tal fiscal 
year 1955 


$197, 817, 900 | $189, 878, 000 $7 
18, 870, 700 
166, 419, 000 
28, 848, 500 
483, SOO 483, SOO 


5, 000, 000 404, 500, 000 10, 500, 


Comparison of revised estimates with amount presently available 


Presently available, fiscal year 1955 


Aver- | 


Year age 
end num- 
ber 


Nondisability - - - .----| 78,122 | 75, 448 
Cemporary disability —_-- 730 | 14, 498 
Permanent disability 7,417 | 66, 769 
Fleet Reserve a 5, 719 15, 599 
Survivors benefits - -- 196 352 


Total. , 484 172, 666 


Aver- 
ize 
cost 


$189, 878,000  $ 
18, S70, 700 
166, 419, 000 
28, 848, 500 co 
483, SOO l, 


) 
i 


404, 500, 000 2. 


Revised estimates, fiscal year 1955 


Aver- 
Year we 
end num- 

ber 


517 | 81,073 | 77,526 | $197, 817, 900 
302 15, 153 14, 286 600 


2,492 | 66,550 | 65, 884 173, 400 


S49 16, 701 16, 380 95, 300 
374 196, 352 183, SOO 


343 |179,973 |174, 428 415 


, 000, OOO 


Mr. Wiacieswortna. I have no further questions. 
Mr. Manon. Thank you very much, Captain Hoyt. 


f 


supplemen- 


, 939, 900 
448, YOO 
254, 400 

1, 806, 800 
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SUBCOMMITTEE ON DEPARTMENT OF COMMERCE AND RELATED 
AGENCIES APPROPRIATIONS 


PRINCE H. PRESTON, Jr., Georgia, Chairman 


ALBERT THOMAS, Texas CLIFF CLEVENGER, Ohio 
JOHN J. ROONEY, New York FRANK T. BOW, Ohio 

SIDNEY R. YATES, Illinois WALT HORAN, Washington 
JOHN F. SHELLEY, California EDWARD T. MILLER, Maryland 
DANIEL J. FLOOD, Pennsylvania 


Monpay, Fesruary 21, 1955. 


DEPARTMENT OF COMMERCE 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

FRED B. LEE, ADMINISTRATOR, CIVIL AERONAUTICS ADMINISTRA- 
TION 

A. O. BASNIGHT, BUDGET OFFICER, CIVIL AERONAUTICS ADMINIS- 
TRATION 

D. M. LITTLE, ASSISTANT CHIEF FOR ADMINISTRATION, WEATHER 
BUREAU 

R. C. GRUSB, BUDGET OFFICER, WEATHER BUREAU 


Mr. Preston. The committee will come to order. We have before 
us several items in House Document 88 requesting supplemental 
funds for the Department of Commerce. 

Mr. Moore, do you have a statement for us? 

Mr. Moore. Yes, sir. 


OVERALL STATEMENT ON SUPPLEMENTAL REQUESTS FOR THE DEPART- 
MENT OF COMMERCE 


Mr. Chairman and gentlemen of the subcommittee, I appreciate the 
opportunity to appear before this group and, in advance of a brief 
summary description of the items involved in this request, I would 
like to introduce myself to you and to the record. My name is George 
T. Moore, Assistant Secretary, having been sworn in on Thursday, 
February 17. 


OFFICE OF SECRETARY 


We appear today to present for the consideration of this subcom- 
mittee the justification in support of proposed supplemental appro- 
priations for the fiscal year 1955 totaling $165 million and several 
language items. These items have been transmitted to the Congress 
by the President in House Document 88, dated February 10, 1955. 
The first item is a request for language authorizing the transfer of not 
to exceed $910,000 from funds already appropriated to the Depart- 
ment of Commerce to the salaries and expenses appropriations of the 
Civil Aeronautics Administration and the Weather Bureau. The 
additional costs in the CAA and the Weather Bureau are attributable 
to certain employment benefits, particularly increased overtime pay 
and home leave authorized by Public Law 737, approved August 31, 
1954, and Public Law 763, approved September 1, 1954. In this 
connection, | wish to emphasize that the language will permit the 
absorption of these costs within funds already appropriated. 
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MARITIME ADMINISTRATION 


An additional amount of $60 million for Maritime Administration 
operating-differential subsidies is necessary to supplement the $65 
million appropriated in the regular bill which was exhausted in 
January. Unpaid bills now total over $20 million. 


LANGUAGE CHANGE 


Language is proposed to raise the limitation on the amount avail- 
able for administrative expenses in the repair of reserve fleet vessels 
program. This limitation relief will provide for a more adequate level 
of contract surveillance, inventorying, auditing, and inspection 
activities to protect the interests of the Government as well as a 
greater workload than was originally estimated. 


BUREAU OF PUBLIC ROADS 


Additional requests for $105 million for the Bureau of Public Roads 
are required to cover payments coming due under Federal-aid high- 
way, Forest highways and public lands highways programs. The 
authorizations for these programs are included in the Federal-aid 
highway acts. In the case of the public lands highways program, the 
entire availability had been expended as of January 31, 1955. Funds 
presently available for the Federal-aid and forest highways programs 
will be exhausted in April. 

Representatives of the offices and bureaus concerned are available 
to provide such information as you may require in your consideration 
of these requests. 

OFFICE OF THE SECRETARY 


Mr. Preston. The next item we will take up is Department of 
Commerce, Office of the Secretary. This item is found on page 11 of 
House Document No. 88, and reads as follows: 


OFFICE OF THE SECRETARY 


The Secretary of Commerce is hereby authorized to transfer not to exceed $700,000 
to the appropriation “Salaries and expenses, Civil Aeronautics Administration”’, and 
not to exceed $210,000 to the appropriation ‘‘Salaries and expenses, Weather Bureau’, 
from the following appropriations to the Department of Commerce: 

““Export control, Bureau of Foreign Commerce’, fiscal year 1955; 

“‘Maritime training, maritime activities’’, fiscal year 1955; 

“State marine schools, maritime activities’’, fiscal year 1955; 

“Ship mortgage-foreclosure or forfeiture contingencies, maritime activities’, 

fiscal year 1955; 
“Testing and research laboratory, Bureau of Public Roads’’; and 
“Construction of laboratories, National Bureau of Standards’. 


There is a request for $700,000 under the heading of ‘“‘Salaries and 
Expenses, Civil Aeronautics Administration,” and I believe $210,000 
for “Salaries and Expenses, Weather Bureau,’’ a total of $910,000. 


SALARIES AND ExPENSEs, Civi1t AERONAUTICS ADMINISTRATION 
SUMMARY JUSTIFICATION DATA 


We will insert at this point in the record pages 2 and 7 of the justifi- 
cations. 
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(The material referred to is as follows:) 


Salaries and expenses, Civil Aeronautics Administration, 1955 


(H. Doc. No. 88) 

Request for fiscal year 1955 
Appropriation, 1955 $98, 080, 000 
Obligations to Dec. 31, 1954 ; $50, 376, 794 
Expenditures to Dec. 31, 1954 $43, 515, 335 
Budget estimate next fiscal year ! $101, 575, 000 
Employment: 

Average number, current appropriation 13, 444 

Number involved this estimate 


13, 476 
1 “Salaries and Expenses” only, the current appropriation as distinguished from the basis of requesting 
funds for 1956 under the heading ‘‘Operation and Regulation.’’ 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


$700,000 required to finance employee benefits legislation provided under 
Public Laws 737 and 763 to be derived by transfer from funds available within 
the Department of Commerce. 


Salaries and expenses, Weather Bureau, 1955 
(H. Doc. No. 88) 


Request, $210,000 for fiscal year 1955 
Appropriation, 1955___- bos Se ee Hmph anit hayt See Ce 
Obligations to Dec. 31, 1954_____________- cca ce . $12, 949, 707 
Expenditures to Dec. 31, 1954_____-__- Re fe ee _ $10, 483, 058 
Budget estimate next fiscal year ; _._ $27, 850, 000 
Employment: 

Average number, current appropriation 

Number involved this estimate__ 

Actual employment, Dec. 31, 1954___ 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Funds are required to cover the additional cost of overtime and overseas leave 
travel as authorized by Public Laws 737 and 763, 83d Congress. 

Mr. Preston. The request involves funds for overtime, $425,000; 
longevity pay, $9,500; and leave travel, $305,500, less $40,000 social- 
security taxes. 

We have with us Assistant Secretary George T. Moore. You may 
proceed, Mr. Moore. 

We will consider just the two items at this time of the Civil Aero- 
nautics Administration and the Weather Bureau. We will take up 
the Maritime Administration this afternoon. 

Mr. Lee, do you wish to proceed? 

Mr. Ler. I appear in support of the request to transfer $700,000, 
of funds already appropriated, to the Civil Aeronautics Administra- 
tion for meeting the expenses required under Public Law 763 and 
Publie Law 737. 

The first item is for $425,000 for overtime pay, and the next is for 
$305,500 for leave travel, and lastly, $9,500 is for longevity pay. 
These total $740,000, against which we have a credit of $40,000 social- 
security taxes, leaving a balance of $700,000 required. 


OVERTIME 


The item of overtime is largely in three categories. In our Alaska 
and Pacific installations we regularly schedule a 48- to 56-hour work- 
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week. We have found from experience that in these remote locations 
it is in the Government’s as well as the employee’s interest to schedule 
overtime rather than to pay for additional personnel, their housing, 
and support. 

Secondly, in our domestic communications stations of class 1 and 
class 2 we regularly require overtime. ‘This is due to the fact that 
with a complement of 5 or 6 people at the location if one individual is 
away for some reason on regular or sick leave, we have the need for 
filling in, through overtime, as the stations have to be operated 24 
hours a day 7 days a week. 

These two categories affect some 2,500 people. In addition, we 
make a practice of scheduling overtime in our air traffic control 
facilities when we have a period of bad weather. We do not staff 
up to the full complement which is required in all weather conditions. 
We add overtime when it is required to take care of peak loads in bad 
weather. This involves 3,900 people. 


LEAVE TRAVEL 


The leave travel item affects people in Hawaii, Alaska, Puerto Rico, 
the Virgin Islands, and the Canal Zone. These people are allowed to 
take leave after 2 years of service, which is a standard practice in the 
Government. We have reviewed our records and find 658 now 
qualify for leave after 2 years of service. Funds previously appro- 
priated for CAA made no provision for costs of Public Law 737. How- 
ever, provision was made permanently relocating 145 of these employ- 
ees, which leaves some 513 that must be provided for. At the 
present time we have only budgeted for one-half of this number, 255, 
at the rate of $1,200 per employee, estimating each one has 1.5 
dependents, the amounts having been computed on the basis of 
a survey of our personnel. 


COSTS ABSORBED 


We actually have no alternative to this request. We have already 
absorbed some $900,000 in program changes over and above the pro- 
gram originally requested. We are absorbing the cost of operating 
the Guam facility and 50 percent of the cost of operating the Cold 
Bay and Balboa facilities. In addition we have reduced our employ- 
ment by 71 positions for operations and maintenance and have not 
fully staffed our allowed employment level in order to provide the 
necessary funds for mandatory requirements. 

If we were required to absorb any further amounts we would have 
to close a large number of additional facilities; dismiss a substantial 
number of employees; stop all travel including the actual program of 
our safety agents and airway maintenance personnel; and cut down 
on purchases of supplies and equipment. Such actions would have 
an extremely adverse effect on the services which we render. 

Mr. Preston. Mr. Lee, if we were to grant this appropriation and 
you did not use the funds for travel purposes, this home-leave pro- 
vision, what would happen to the money? 

Mr. Lex. Well, the money was appropriated to other bureaus of 
the Department of Commerce. Ac tually what we are requesting is 
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a language change that would permit the transfer of funds to the 
©AA. I would not be able to speak to that. 

Mr. Nretson. If this language change is granted by the committee, 
the funds would be transferred, to be made available to the Weather 
Bureau and the CAA, and I can assure the committee that they would 
not be used for any other purpose outside of what we are requesting 
them for, travel and home leave. 

Mr. Preston. How did you arrive at the figure of 1.5 per family? 

Mr. Basnicut. This is the result of a census of our employees 
who are eligible for paid leave travel. We try to recruit people who 
are married for overseas duty because they are more stable and are 
better satisfied to remain with the agency. 

Mr. Preston. The Canal Zone people arrive at a figure of 2.1 per 
family. 

Mr. Basnicut. This is 1.5 dependents. 

Mr. Preston. They have 2.1. 

Mr. Lez. Mr. Chairman, this is the result of an actual census of 
our employees. 

Mr. Preston. If it is agreeable to the committee we will take up 
the Weather Bureau item now and then questions can be asked about 
both. Is that satisfactory? Who will speak to the item for the 
Weather Bureau? 


SALARIES AND ExpENsES, WEATHER BUREAU 


Mr. Lirrie. I am D. M. Little, Assistant Chief for Administration 
of the Weather Bureau. Our problem is similar to that of the CAA. 
We have to implement these two laws, the overtime law, Public Law 
763 of the 83d Congress, and the leave travel law. It amounts to 


$178,900 for overtime and $31,100 for overseas leave travel, a total 
of $210,000. 

Mr. Tuomas. You are on the Weather Bureau now? 

Mr. Litre. Yes. 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. Let us put page 9 in the record at this point. 
(The page referred to is as follows:) 





161 


Detail of costs by object classification and method of computation: 


Overtime: 
01 Personal services: Amount 
Payment above basic rates... ...5-...-.-.--..---222- $178, 900 
Computation: 
-ay-period cost of overtime at new 
pee... +. ois : $23, 825 
Pay-period cost of overtime at old 
— 13, 235 


Increased cost per pay period of 
overtime at new rates_----_--- 10, 590 

Number of pay periods new rates 
effective X16. 9 


Total increased cost of overtime_- 178, 900 
Overseas leave travel: 
02 Travel 69, 440 
03 Transportation of things_-_-_-_-- -- esdesas =e 


en , SLOPE whe eh oon JU ec bees 


Computation: 
Gross cost of leave travel (110! X 
$1, 240 cost of travel per round trip). $136, 400 
Deduct replacement costs avoided by 
granting of leave travel (estimated 
54? replacements at average cost of 
ee a nem Sue Or 


Net increased cost of leave travel_ 


1 Estimate of number of employees expected to take advantage of overseas leave travel privileges is based 
on survey of overseas offices. 


2 Estimate of number of replacements avoided is based on number of employees expected to take advantage 
of overseas leave travel privileges minus those who would be expected to remain overseas beyond original 
tour of duty ev -~ if leave travel privileges did not exist. 


LEAVE TRAVEL 


Mr. Lirrie. In regard to leave travel we have 110 employees who 
are expected to request leave this year from actual census, and the 
number of dependents of those employees is 192. That means about 
1.8 dependents per employee as compared to 1.5 of CAA. 

If there are any further questions, I shall be glad to answer them. 

Mr. Preston. How did you arrive at your figure of dependents? 

Mr. Lirrie. By an actual census. The people are mostly in Alaska, 
the West Indies, the Hawaiian Islands, and in the Arctic region where 
we are operating joint stations with Canada. 

Mr. Preston. Any questions, gentlemen? 

Mr. Roonry. I will address this question to Mr. Nielson. How did 
you have $113,443.62 available for this purpose to be transferred from 
the appropriation ‘Construction of laboratories, National Bureau of 
Standards’’? 

Mr. Nievtson. The amount which had been appropriated for the 
National Bureau of Standards Laboratories, that has been completed, 
and there is an amount which is available at this time for this purpose. 

Mr. Rooney. And if it were not for this proposed action it would 
revert to the taxpayers’ Treasury; is that correct? 

Mr. Nrietson. That is correct. 
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BUREAU OF PUBLIC ROADS 


Mr. Roonry. With regard to the $100,000 from the appropriation 
‘Testing and research laboratory, Bureau of Public Roads,” from what 
area are you taking that? 

Mr. Niexson. In the 1956 budget there is a proposal for its rescis- 
sion. It is available and could be used for this particular purpose. 

Mr. Rooney. And if it were not for this proposed action on the part 
of the administration at the present tinie, this $100,000 would revert 
to the Treasury? 

Mr. Nretson. It would, in accordance with the proposal submitted 
in the President’s budget. 


STATE MARINE SCHOOLS SAVINGS 


Mr. Rooney. In regard to the State marine schools, $50,000, from 
what area are you taking this $50,000? 

Mr. Niextson. This particular saving results from the States not 
using the full amount of 1955 Federal grants for State marine schools. 

Mr. Roonry. Do I understand the State marine schools do not 
want this $50,000? 

Mr. Nretson. Mr. Rooney, at the present time on the basis of the 
information we have available, that appears to be the case. 

Mr. Roonry. And that in face of the fact that next year the 
Eisenhower administration proposes to discontinue all payments to 
these State maritime schools, as a result of which many of us in 
Congress have been inundated with a flood of protesting letters. 

Mr. Nretson. In the 1956 budget there is a proposal to discontinue 
the grants to the States for maritime training. 

Mr. Rooney. So that while the State schools and the people 
interested therein are protesting the discontinuance by President 
Eisenhower and this administration of all grants for these schools, 
you tell us at this time that the State schools are perfectly agreeable 
to this $50,000 transfer? Would that be a fair statement? 

Mr. Nrexson. I would say on the basis of the information which 
we had available at the time this was made up and the decision was 
made up to propose this transfer, that is correct. 

Mr. Roongry. That was a fair statement? 

Mr. Nrextson. That is right. 

(The following information was furnished later:) 

The estimated saving of $50,000 in State marine schools appropriation results 
principally from the nonfilling of out-of-State cadet quotas on the part of the 
schools in Massachusetts and California. For the past several years these 
States have not enrolled up to their pro rata quota and funds in approximately 
this same amount have been unrequired each years 


SAVINGS FROM MARITIME TRAINING 


Mr. Rooney. Now, with regard to the $51,800 that you propose 
to take from the appropriation entitled “Maritime Training, Mari- 
time Activities,” from what area do you propose to take that? 

Mr. Nriexson. This is a savings as a result of a reduction in the 
Washington administrative cost and the release of the Sheepshead 
Bay facility to the Air Force. 

Mr. Rooney. How long ago did you release the Sheepshead Bay 
facility? 
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Mr. Nietson. This has been an arrangement which has developed 
over the past few months. I have a Maritime representative here 
who could give you more details with respect to that. 

Mr. Rooney. You did not have any money in the 1955 budget at 
all, as I remember, for the Sheepshead Bay station; did you? 

Mr. Nietson. As I recall, Mr. Rooney, yes, we did have funds in 
the budget. 

Mr. Roonry. Was that money in connection with keeping it in 
standby condition? 

Mr. Nreuson. I think it was for custodial services. 

Mr. Roonry. How do you jibe that with your statement about 
the Washington office of maritime training? 

Mr. Nriexson. Well, there are certain funds made available for the 
purpose of keeping the Sheepshead Bay facility in a standby condition, 
and we have administrative funds for maritime operations here in 
Washington. 

Mr. Roonry. You mean maritime training operations? 

Mr. Nretson. That is right. 

Mr. Rooney. That is all I have, Mr. Chairman. 


SAVINGS IN EXPORT CONTROL ITEM 


Mr. Preston. I would like to know how we managed to appropriate 
that much for export control? 

Mr. Nretson. In connection with the export-control appropriation, 
during the past few months there has been a reduction in the number 
of items on the positive list which resulted in a corresponding reduc- 


tion in workload. This will also be further reflected in the 1956 budget 
which has been submitted to the Congress and which we will present 
to this committee shortly. 

Mr. Preston. Any further questions, gentlemen? 


OVERTIME IN AIRPORT TOWERS 


Mr. Bow. Mr. Lee, you mentioned overtime at the towers in bad 
weather. That is rather a hazardous work. What is the safety 
factor on that? 

Mr. Ler. We consider overtime work during limited periods of time 
is satisfactory. We have had to resort to rather extended overtime 
periods in some districts. The New York air route traffic-control 
center and the Chicago air route traffic-control center have become 
overloaded with more work than could be handled with the regular 
complement even assuming overtime in bad weather, and recently we 
have inaugurated a new schedule in those centers for overtime. We 
do that as an interim measure until we can train additional personnel 
to fill in and reduce the overtime. 

Mr. Bow. Does that affect the safety factor when you have over- 
time periods? 

Mr. Lez. I would say it does not, when used for a limited time. 
However, I would say that overtime work in our centers and towers 
on a continued basis would have an adverse effect on the safety factor. 


Mr. Bow. That is all. 
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CLOSING OF WEATHER STATIONS 


Mr. Horan. I wonder if we could have a discussion of the weather 
stations that have been closed because of lack of funds? 

Mr. Lirritx. We had an agreement with the Appropriations Com- 
mittee last year in this room that we would not close the stations, 
although we had a cut from $27 million to $24,750,000. In each case 
these stations were discussed with the Members of Congress. These 
arrangements had already been made at the time of the hearings. 
Since then we have not closed any stations. 

Mr. Horan. What stations were they? 

Mr. Lirrie. These are examples where facilities have been closed 
or curtailed: Erie, Pa.; Pittsfield, Mass.; St. Joseph, Mo.; Spartans- 
burg, 5. C.; Texarkana, Ark.; and Valdosta, Ga. 

Mr. Preston. Will the gentleman yield? 

Mr. Horan. Yes. 

Mr. Preston. I understand there is not a weather station in the 
southern part of Georgia. Savannah is the only one. 

Mr. Littie. There is one in Albany. We curtailed the service but 
it was not closed. 

Mr. Preston. I was told by a Member of Congress from Georgia 
this morning that there was no weather station at all in the southern 
part of the State. You are positive about Albany? 

Mr. Lirtte. I will give you a statement, if you wish. 

Mr. Gruss. I believe we have three men at Albany now. I will 
verify that. 

Mr. Preston. Verify it and put it in the record. 

(The following information was supplied later:) 

The Weather Bureau station at Albany, Ga., was closed on July 31, 1954 
Prior to that date, the station complement was 3 men. 

Mr. Horan. I expect we will be hearing from our colleagues re- 
garding these. Were these full time year round operations? 

Mr. Lirrie. At Erie, Pa., we made arrangements with a telephone 
answering service to furnish the weather forecast and warnings and 
they are giving this information by telephone the same as our former 
office did. 

At Pittsfield we kept one man there; at St. Joseph, Mo., the same 
thing, we kept one man; at Spartanburg we kept two men. At Tex- 
arkana, we kept one man. Valdosta, Ga., was closed. 

Mr. Tuomas. What did you do with the station in Florida and the 
station in New Orleans that you had a lot of correspondence about? 
Did you keep the one in Florida and close the one in Louisiana and 
move the equipment from one to the other? What about that? 
It has been 6 months since I heard from it. 

Mr. Les. I think I can answer that since it involves our overseas 
aeronautical communications stations. We had one in New Orleans 
and one in Miami. We closed the one in New Orleans and handle the 
communications in the Miami office. They have direct teletype 
lines between Miami and New Orleans so that the service is available 
at both places. 

Mr. Tuomas. There is no diminution in service? 

Mr. Lzz. No, sir. 

Mr. Tuomas. The New Orleans station was supposed to have the 
better equipment. Did you transfer the New Orleans equipment to 
Miami? 
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Mr. Les. I am not sure whether they transferred the equipment, but 
they supplemented what Miami had so as to handle the additional 
workload. I do not know about the specific pieces of equipment. 

Mr. THomas. Do you know if there has been any diminution in 
the service there? 

Mr. Lzs. I feel there has not. 

Mr. Tuomas. A lot of people along the coast there are interested in 
getting more advance information on hurricanes. 

Mr. Lex. Yes. The principal need is for offshore drilling opera- 
tions, but I think we have reassured them they can get prompt service 
from Miami just as they did from New Orleans. 

Mr. Tuomas. No further questions. 

Mr. Rooney. Mr. Chairman. 

Mr. Preston. Mr. Rooney. 


FUNDS FOR EMPLOYMENT BENEFITS 


Mr. Roonry. What was the amount CAA requested of the Bureau 
of the Budget for this supplemental for increased employment 
benefits? 

Mr. Basnicur. $900,000. 

Mr. Rooney. Where were you going to take the other $200,000 
from? 

Mr. Basnicur. At the time we requested funds of the Bureau of 
the Budget we were asking for additional funds to be appropriated 
rather than transferring funds within amounts already appropriated. 

Mr. Rooney. You wanted a full appropriation at that time? 

Mr. Basnicut. Yes. 

Mr. Roonny. And what did the Weater Bureau ask for? 

Mr. Lirrie. $230,000. 

Mr. Preston. We will adjourn until 2 o’clock, gentlemen. 


MARITIME ADMINISTRATION 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

LOUIS S. ROTHSCHILD, ADMINISTRATOR 

BEN H. GUILL, MEMBER, FEDERAL MARITIME BOARD 

WALTER C. FORD, DEPUTY ADMINISTRATOR 

THOMAS E. STAKEM, JR., ASSISTANT TO THE DEPUTY ADMINIS- 
TRATOR 

LEONARD F. NICHOLS, BUDGET OFFICER 


OPERATIONAL-DIFFERENTIAL SUBSIDIES 


Mr. Preston. The committee will come to order. 

The next item for consideration is listed under ‘‘Maritime activities, 
operating-differential subsidies, and repair of reserve fleet vessels.’’ 

The request is for an additional $60 million, and is found on page 12 
of House Document 88. We shall insert in the record at this point 
the table on page 6 of the justification. 

(The matter referred to is as follows:) 


In arriving at cash requirements for the balance of fiscal year 1955, the follow- 
ing indicates the cash deficit to meet billings on hand as of January 3, 1955, and 
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estimated additional requirement for billings to be received during remainder of 
fiscal year 1955: 
Cash available July 1, 1954__-_- $65, 417, 940 
Expenditures through Dec. 31, 1954: 
Vouchers for periods prior to calendar year 
1954_ aca as as ci ._ $21, 363, 659 
Vouchers. ‘for ist quarter , calendar year 1954 
(January— March) ___- ah 17, 604, 570 
Vouchers for 2d quarter, calendar year 1954 
(April-June) - - ____- 20, 137, 290 
20 percent payment against vouchers for 3d 
quarter, calendar year 1954 (July—Septem- 


5. 089, 146 
—_——- 64, 194, 665 


Balance available, Jan. 3, 1955 
Unpaid vouchers on hand Jan. 3, 1955: 
Vouchers for 3d quarter, calendar year 1954 
(July-September) ___- $22, 389, 008 
Less payment reflected above of 20 pel reent 
to each operator on basis of cash avail- 
DNS oe ee acs. ee 5, O89, 146 


Unpaid balance, 3d quarter vouchers__-- - 17, 299, 862 
Vouchers for periods prior to calendar year 
1954_ a : 2, 701, 126 
Vouchers for 4th quarter, calendar year 1954 
(October-December) -- _ _ _- ‘ nae 752, 840 
- 20, 753, 828 
Cash deficit Jan. 3, 1955___ (19, 5380, 553) 
To these vouchers on hand should be added the fol-- 
lowing: 
Estimated amount additional vouchers to be 
submitted for— 
4th quarter, calendar year 1954 (October 
December) (should be received by Feb. 
28, 1955) _ ; : _._. 1$19, 869, 447 
Ist quarter, calendar vear 1955 (January 
March) (should be received by May 
DNR oi caer 120, 600, 000 
—————_——_ 40, 469, 447 
Total request _ _-_ - ae 60, 000, 000 


1 These estimates based upon actual vouchers submitted for 3d quarter calendar year 1954. 


Mr. Preston. Mr. Moore, do you plan to speak to this item, or 
will Mr. Rothschild speak? 
Mr. Moore. Mr. Rothschild, Mr. Chairman, will present the 
request. 
GENERAL STATEMENT 


Mr. Roruscuitp. Mr. Chairman and gentlemen, the request, as 
you indicated, is for an additional $60 million for operating differential 
subsidies. This is an amount of money which is, and will be, due the 
operators and can be paid during the balance of this year. 

The table will show that our appropriation was $65 million for the 
year, and we had a carryover from last year of $417,940, making a 
total of $65,417,940 available to us, of which, by January 3, there 
had been expended all but $1,223,000. 

Since January 3 we have paid a few small vouchers. So, our 
balance on the 17th of February was approximately $185,000. This 
request would bring the total for the year, if this present request is 
favorably considered, to $125 million. 
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We have on hand at the present time vouchers for the third quarter 
of calendar year 1954 in the amount of approximately $22.4 million, 
less 20 percent, which has already been advanced against these vouch- 
ers, leaving $17.3 million payable for the third quarter of 1954. 

We also have some vouchers for periods prior to calendar year 1954, 
in the amount of $2.7 million, and some vouchers for the fourth quarter 
of 1954 in the amount of about three-quarters of a million dollars, 
for a total of $20,753,000. 

We estimate that the vouchers to come in for the fourth quarter 
of 1954 will amount to another $19,870,000 and that the vouchers for 
the first quarter of 1955 will amount to about $20.6 million, bringing 
the total of needed funds up to the $60 million, as indicated. 

These are all, as you gentlemen know, for the satisfaction of con- 
tracts under which the Government has entered a long time ago, and 
do not represent any new obligations. 

We have by reason of a number of administrative changes been 
able to do the best job that has ever been done in the Maritime 
Administration in liquidating the backlog which we had there. 

We have also by reason of new procedures been able to reduce the 
time lag in processing vouchers for payment from 6 to 3 months, 
and then by dint of much effort on the part of the Federal Maritime 
Board, we have determined a lot of rates which were hanging fire for 
a very long time. 

I think that in the 15 months of the existence of this Board there 
were more rates determined in that time than had previously been 
determined in the whole history of the Maritime Board. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


Mr. Roruscuitp. We think we are doing a better job than has 
previously been done and we seem to have gotten our affairs in shape. 
By the end of this year, we will be totally current on rates for what I 
understand to be the first time in the history of the Maritime Board. 

Beyond that, we are asking, Mr. Chairman, for a language change. 

Mr. Preston. We will take that up in a minute, but first let us 
dispose of the subsidy proposition. 


DECREASE IN INCOME OF SHIPPING COMPANIES 


Mr. Rothschild, what is your explanation for the fact that the income 
for shipping companies had such a sharp decline in 1953 and 1954? 

Mr. Roruscuivp. I do not think it is too difficult to explain, Mr. 
Chairman. 

The industry was getting a lot of business out of the Korean situa- 
tion, and during the period of time immediately following the Korean 
situation, there were large numbers of cargoes available “for all kinds 
of carriers. 

When that was over, the readjustment period came about, which 
took some time, and it would have been unreasonable for anyone to 
have expected that cargo carryings could keep up in a nonwar period 
to the extent that they were running during a war period. 

I am happy to tell you that since late in the fall of 1954 there seems 
to have been a substantial pickup in cargoes available and, perhaps, 
we will be able to look back on the end of 1953 and most of 1954 as 
a subnormal period. 
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FORMULA USED IN CALCULATING SUBSIDY 


Mr. Preston. What is your opinion, Mr. Rothschild, as to the 
correctness of the formula of allowing 10 percent of the capital neces- 
sarily employed by the companies in calculating the subsidy? 

Mr. Roruscuitp. You are, I presume, referring to the fact that 
the recapture provision does not become operative until after the 
companies have had an opportunity to earn a 10-percent return? 

Mr. Preston. That is right. 

Mr. Roruscui.p. It seems to me that that is about a right figure, 
Mr. Chairman. I doubt very much if it would be possible to attract 
very large sums of money to an industry as hazardous as this, if the 
Congress in its great wisdom had not under the 1936 act made provi- 
sion for those companies to make a 10-percent return on their money 
invested before recapture. 

Mr. Tuomas. The Federal Power Commission gives to the big and 
little boys a 6 percent guarantee, and this is a guarantee of 10 percent. 

Mr. Roruscui.p. This is not quite a guarantee, Mr. Thomas. 

Mr. Tuomas. How can they miss? 

Mr. Roruscuivp. If a company does not make it, and some of them 
will not make it, there is no guarantee involved. If they do make it, 
they are allowed to keep up to 10 percent, but there are no profit 
guarantees in this subsidy picture, whatever. 

Mr. Tuomas. Well, it is not called that, anyway. 

Mr. Roruscuitp. Well, it really is not a guarantee. 

Mr. Tuomas. From your long acquaintance with the business, do 
you know any of the subsidized boys who have not quite come up to 
the mark? 

Let us go back to their earnings since 1936, when the act was passed, 
and see all of their earnings, and what they were in 1935, and see what 
they were in the years since then. 

So, for all practical purposes, it is not a guarantee by word, but 
it is by deed. 

Mr. Roruscuitp. Surely, the situation is vastly improved from 
what it was in 1935, to which you refer, but surely if there had not 
been some improvement, we would have had no merchant marine, 
either. 

Mr. Tuomas. Well, I do not know about that. 

Excuse me for interrupting, Mr. Chairman. 

Mr. Preston. That is all right. 


SEAMEN WAGES 


Mr. Preston. Has there been any appreciable rise in labor rates 
for merchant seamen during the past 12 months? 

Mr. Roruscuitp. During the past 12 months, no, sir. 

Mr. Preston. What has been the situation in the previous 12 
months, or in the past 24 months? 

Mr. Roruscurip. In 1951 and 1952 the work week at sea went from 
48 hours per week to 40 hours per week which, of course, caused a 
substantial increase in cost. 

Mr. Preston. And, which is affected by the matter of subsidies. 

Mr. Roruscuitp. The subsidy, as you know, Mr. Chairman, is 
paid in the case of wages on the difference between American costs 
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and foreign costs, and the difference between American costs and 
foreign costs to increase the subsidy went up, and not down, in nearly 
all instances. 

CURRENT OPERATIONS 


Mr. Preston. I understand from the justifications, Mr. Roths- 
child, that this will put you current up to—the last 3 months of the 
fiscal year, excluding the last 3 months of this fiscal year? 

Mr. Roruscuitp. That is correct, sir, insofar as the bills that we 
expect to have on hand is concerned, but there will be that lag. 

Mr. Preston. Those 3 months, of course, you will not be able to 
compute during the fiscal year. You have to wait until that quarter 
expires; is that right? 

Mr. Roruscuiitp. You have to wait for some time after that quarter 
expires in order to get billings from the operators. 

Mr. Preston. So, this is as current as you can make it? 

Mr. RoruscuHixp. It is as current as it can ever be insofar as process- 
ing vouchers is concerned. 

Mr. Preston. It has always been my personal opinion that if this 
is an obligation of the Government, it ought to be kept current, and not 
let it pile up in such sizable sums to the point where it is always 
shocking when we go to deal with it. It is a lot better to deal with it 
in small doses, I think, and keep it current, than to have it come to us 
in a big bundle. 

NUMBER OF SUBSIDIZED LINES 


Mr. THomas. How many subsidized lines do you have on the books 
now? 

We used to call it the “Club 13.” Is it the “Club 16” now? 

Mr. Roruscuitp. Club 16; yes, sir. 

Mr. THomas. You have a limit of 1,600 voyages set for the group 
this year? 

Mr. Roruscuitp. Yes, sir. 

Mr. THomas. And, 112 of them were reserved to the boys trying 
to get in the club? 

Mr. Roruscuiip. The newer operators; ves, sir. 

Mr. Tuomas. Have you permitted any addition to the club during 
calendar year 1954? 

Mr. Roruscuixp. I think we executed one subsidy contract in the 
early part of calendar year 1954, Mr. Thomas. 

Mr. Tuomas. Which club was that? 

Mr. Roruscuiip. Bloomfield. 

Mr. Tuomas. How many sailings did you give them? Do you 
recall? 

Mr. Roruscnitp. They have a contract which calls for a minimum 
of 16 sailings, and a maximum of 21 sailings. 


SUBSIDIZED OPERATORS AND NUMBER OF SAILINGS 


Mr. Tuomas. I wonder if you would be good enough to put in the 
record at this point a list of subsidized operators, and the number of 
sailings granted under the contract? 

Mr. Roruscutiip. Yes, sir; we shall be glad to do that. 

(The information is as follows:) 
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Sailing allowances under operating-differential subsidy agreements approved as of 
Jan. 1, 1956 





Contract requirements 


Minimum Maximum 


A. Operators awarded contracts os to yey 1, 1952: 
American Export Lines, Inc. “ 
American Mail Line, Ses 
American President Line s, Ltd_ 

Farrell Lines, Inc- zt 
Grace Line_-__-_- 
Gulf and South American Ste imship Co 
kes Bros. Steamship Co ; : 
Peeuaene’ Shipping Co 
Moore-McCormack Lines, Inc. 
The Oceanic Steamship Co : 
Pacifie Argentine Brazil Line_-_.......------ 
Seas Shipping Co 
United States Lines Co-- 





Subtotal - ---- 
B. Operators awarded contracts subsequent to July 1, 1952: 
Bloomfield Steamship Co : 
Pacific Far East Line ‘ 
Pacific Transport Lines------ 
at cele einen iniooke 


Total, groups A and B 








Mr. Tuomas. Are you making 10-year or 20-year contracts with 
them now? 

Mr. Roruscuitp. Most of them are 10-year contracts, but there 
are 1 or 2 15-year contracts. 

Mr. Tuomas. Do you have any escape clauses in any of them now? 

Mr. Roruscuiip. Well, there is an escape clause which applies to 
all operators to the effect that if the Government breaches its part 
of the contract they, then, have the right to go “foreign,” with their 
ships. 

Mr. Tuomas. Is there anything in the form of an escape clause, 
depending upon these trade conditions? 

Mr. Roruscuiip. We constantly revise these figures, Mr. Thomas, 
as our trade-route studies would indicate that ‘they need revision 
where there is a falling off of cargo in one area of the world, and a 
building up in another. Then we adjust the sailings to a reasonable 
basis. 

Mr. Tuomas. Did I understand you to say a while ago that you 
recently completed some new studies dealing with rates and the 
differential as applied to five items, namely; wages, subsistence, insur- 
ance, maintenance, and repair? 

Mr. Roruscuivp. I think I said that the Board approved more 
rates in 15 months than it had in its previous total existence. 

Mr. Tuomas. How current are those rates? When was the last 
revision made of all of your differentials of those five items? 

Mr. Roruscuitp. Well, if I understand you correctly, each one is 
made on a separate basis. Each route of each line for each one of the 
categories is found on a separate basis for each year, and so they are 
constantly under review. 

Mr. Tuomas. Well, what do you mean by “Review’’? 

You do not change your yardstick. The yardstick in the past has 
been a little indefinite as to what constituted the differential, say, in 
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your repairs with this line, say, going to Liverpool or London, as 
compared with the operators out of there. 

Mr. Rornuscuitp. Well, one thing that causes a difference and which 
is totally unpredictable, is the extent and kind of competition which 
an American-flag operator will have. The ships of other nations 
enlarge some of these trips if it becomes convenient for them to do so, 
and to the extent that they reenter or leave the trade, the competition 
pe changes from one year to another. So, we examine 
that each ye 

ace: ecene. Will you use all of your 1,600 sailings during fiscal 

mar 1955? 

peo RoruscHitp. We will use all but all but 10, 1 
believe. 

Mr. Tuomas. Is business picking up? 

Mr. Roruscui.p. Business is picking up; yes, sir. 

Mr. Tuomas. This $125 million does not give you enough to carry 
you beyond fiscal year 1955? It is for some contractors, in other 
words? 

Mr. Roruscuitp. This is for all contractors. 

Mr. Tuomas. This is for existing contracts? 

Mr. Roruscui.p. Yes, sir. 

Mr. Tuomas. In other words, if you were to make a contract today 
or tomorrow for additional sailings, then, there would not be any 
funds in your 1955 budget, with which to take care of them? 

Mr. Roruscuintp. That is correct, sir. 

Mr. Tuomas. Well, it is not germane to the subject, but off the 
record — 

(Discussion off the record.) 

Mr. Roruscui.p. I would like to put this on the record. 

Mr. Tuomas. Yes, sir; put it on the record. 

Mr. Roruscuiip. We are presently in very strenuous negotiations 
with several of the lines. We have an understanding with Oceanic 
for the conversion of 2 ships—2 cargo ships to passenger-cargo ships— 
to run between the west coast and Australia and New Zealand, and 
we have similar negotiations with the Grace Line for 2 ships to replace 
their very old vessels in the Caribbean area. We have similar nego- 
tiations with Moore-McCormack for the replacement of their old 
good neighbor passenger fleet with two new vessels for the east coast 
in their South American trade. 

We have started conversations with our various other cargo opera- 
tors toward the early replacement of some types of their fleets, because 
as they presently stand they will nearly all come of age between the 
years 1961 and 1965, and it will be patently impossible for the ship- 
yards of America to replace all of the ships which need replacement in 
those 4 years. 

Mr. Tuomas. That has been true since 1946, has it not? 

Mr. Roruscuixp. Yes, sir, but nothing has ever been done about it 
until we started recently. The greater number of these ships were 
not obsolete at that time. 

Mr. Tuomas. Then, your subsidy is contingent upon replacement 
of obsolete vessels, and they have not been forced to do that. 
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MARINER PROGRAM 


You stepped in and built the Mariners to fill in the breach; did you 
not? 

You did not do it yourself, but it was done by your predecessors. 

Mr. Roruscuitp. The Mariner program was designed to be of 
maximum benefit for defense needs, and it was not thought at the 
time those ships were being built that they would be a major factor 
in solving the replacement program. 

Mr. Tuomas. Well, that is new thinking. That is the first time I 
have heard that. 

What is the status of the Mariners now? How many do you have 
on hand? 

Mr. Roruscni.tp. We have sold 4 of them to the American President 
Line; 3 of them to the Pacific-Far East Line, and we will sell 2 of them 
to Oceanic. 

Mr. Tuomas. Out of the 38? 

Mr. Roruscuitp. Out of the 35. 

One has been taken over by the Navy and one has been lost. 

Mr. Tuomas. How many does that leave you with? 

Mr. Roruscuitp. That leaves 24. 

Mr. Tuomas. What are they doing? Are they performing charter 
work? 

Mr. Roruscuitp. No, sir; they are in our national defense reserve 
fleets. 

Mr. Tuomas. Are they laid up already? What kind of licking did 
you take on the ones which you sold? 

Mr. RotuscuiLp. There was no licking at all. Wesold them at the 
price at which they were supposed to be sold, less, of course, an allow- 
ance for national defense features which were applicable and less, of 
course, the construction subsidy, as provided in the 1936 act. 

Mr. Tuomas. Suppose you furnish us with a round figure in regard 
to what you received. What did they cost—$11.5 million? 

Mr. Roruscuitp. About $9.25 million. 

Mr. Tuomas. The cost was $9.25 million? 

Mr. Roruscuip. Yes, sir. 

Mr. Tuomas. When they were sold, what did you finally receive for 
them? 

Mr. Roruscuitp. If they were sold as 18-knot cargo vessels, they 
are being sold for about $4.25 million; if they are sold for 20-knot 
vessels, they are sold for about $700,000 more than that. 

Mr. Tuomas. Why was it necessary to put 20 or 25 of them in the 
laidup fleet? 

Mr. Roruscuitp. The Government had no need to operate the 
vessels. 

Mr. Txomas. In other words, you had no customers for them; is 
that right? 

Mr. Roruscuip. No, sir; we have had customers only for the ones 
I mentioned. There were no customers when I took over, Mr. Thomas. 

Mr. Tuomas. There is no charter hiring in sight for them? 

Mr. Roruscuitp. Three of them are presently under charter to 
Pacific-Far East Lines, awaiting the delivery of the three vessels 
which they have bought from us. 

Mr. Tuomas. Does not the industry think they operate economic- 
ally or efficiently, or what is the trouble? 
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Mr. Rotruscniip. It depends entirely upon the trade in which it is 
planned to use them. They are best adapted for the long-haul trips. 
They have made some startlingly fine records in the long trips, 

Mr. Tuomas. I have no further questions, Mr. Chairman. 

Mr. Preston. Mr. Rooney? 

Mr. Rooney. I have no questions at this time. 

Mr. Preston. Mr. Horan? 

Mr. Horan. No questions. 


REQUEST OF THE BUREAU OF THE BUDGET 


Mr. Preston. What was your request of the Budget Bureau? 
Mr. Roruscuitp. At what time, Mr. Chairman? 

Mr. Preston. When this request for $60 million was made? 
Mr. RoruscuiLp. $60 million. 

Mr. Preston. That is the figure which you requested? 

Mr. RoruscuiLp. Yes, sir. 


RepaiR OF RESERVE FLEET VESSELS 


Mr. Preston. Let us now take up the next item, ‘Repair of re- 
serve fleet vessels.”’ 
This item is found on page 12 of House Document 88, and there is 
a request for language permitting an increase of $100,000 for adminis- 
trative expenses. 
SUMMARY JUSTIFICATION DATA 


We shall insert into the record at this point pages 10, 11, and 12 of 
the justifications. 
(The matters referred to follow:) 


REPAIR OF RESERVE FLEET VESSELS (LIQUIDATION OF CONTRACT AUTHORIZATION) 
(H. Doce. 88) 
PURPOSE AND NEED FOR LANGUAGE CHANGE 


It is requested that the amount authorized under this program for transfer to 
salaries and expenses to cover costs of administration of the 1955 emergency ship- 
repair program be increased from $150,000 to $250,000. 

The 1955 supplemental appropriation estimate submitted to Congress for this 
program requested $25 million which included $500,000 for administrative ex- 
penses, and contemplated repair of 105 ships. When the appropriation of $12 
million, including $150,000 for administrative expenses, was enacted, it was 
estimated that only 50 ships could be repaired with the funds made available. 
It was impossible in advance to determine the extent of damage to these ships 
until they had been taken from the fleet and drydocked, since much of the repairs 
consisted of underwater work. However, experience with the program to date 
has indicated that some 70 ships can and will be repaired within the $12 million. 
The amount of $150,000 originally made available for administrative costs is not 
sufficient to provide an adequate level of contract surveillance, inventorying, 
auditing, and inspection activities to protect the interests of the Government and 
to handle the greater workload resulting from the repair of a larger number ot 
ships than was originally estimated when the $12 million was appropriated. 
Failure to receive the requested increase in the administrative expense limitation 
will mean that the temporary marine surveyor staff hired for the inspection and 
administration of the program will have to be separated prior to the end of the 
fiscal year and completion of this year’s program. It will also mean that tem- 
porary audit personnel for the program cannot be hired and the audit workload 
resulting from the program will become backlogged. 
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JUSTIFICATION 


The amount of $150,000 originally made avilable for these administrative costs 
permitted only the hiring, on a part-year basis, of a minimum number of marine 
surveyors. It has not permitted the employment of any additional staff for 
taking physical inventories of the ships or for auditing the repair yards’ costs. 

The funds requested herein représent the additional amounts estimated to be 
required for the period March 1 through June 30, 1955, and reflect the minimum 
staff necessary in keeping with the numbers of ships which it is estimated will 
be undergoing repairs during that period. The additional funds would provide 
for: 

1. Extending through year-end of present additional temporary staff and hiring 
3 additional marine survevors to provide 2 marine surveyors per ship for making 
condition surveys, preparing specifications, issuing invitations to bid and recom- 
mending award of bid to Washington office, as well as for inspecting work during 
actual repair to insure satisfactory completion of work as specified. A minimum 
of two surveyors are required per ship due to the fact that these ships are not 
operating ships and, therefore, the Administration will not receive any surveyor 
assistance from American Bureau of Shipping, United States Coast Guard, and 
ship operators as is the case during repair of ships to be placed in operation. 

2. Employment of 2 personnel in the Washington office of Ship Construction 
and Repair and 1 in the Washington office of National Shipping Authority re- 
quired in connection with program coordination and review; determination of 
ships to be repaired; establishing and maintaining schedules of ships to be re- 
paired; issuance of instructions and overall program guidance. 

3. Employment of approximately 12 field auditors (a) to audit costs of labor, 
material, and overhead of the repair vards to determine net profits for purposes of 
recapturing profits in excess of 10 percent of the contract prices, and (b) to audit 
the accounts of general agents handling the movement of the vessels. 

4. Employment of 14 inventory personnel to take inventory of materials aboard 
the vessels prior to and following repairs in order to insure against loss of materials 
as well as to determine usability of materials in the program. This is currently 
being accomplished as a provision of the repair contract and is not procedurally 
in the the best interest of the Government. The limited number of inventory 
personnel requested can provide a better inventory control at considerable savings 
in cost. 

5. Accomplishment of all travel required by the marine surveyors, audit, and 
inventory personnel in the discharge of their functions. 

Under the ship-repair program, travel requirements develop in connection with 
three activities: (a) continuous survey of the ship and inspection of work in 
progress by marine surveyors; (b) physical inventory of the ships prior to and fol- 
lowing repairs; (c) audit of costs of each repair job for compliance with profit 
limitation provisions of the contracts. 

The following schedule reflects travel funds estimated to be required under each 
of the above activities and the basis therefor: 


Obligations | 
incurred | 
through 

| Dec. 31, 1954 


Computed 
average per 
job 


Total jobs to Gross re- 
be covered quirement 
| 





Marine surveys... $5, 239 $230 $16, 100 
Physical inventories 2 ~ | 4, 122 | 12, 600 
Audits of costs_- peed aes 15, 000 





Gross requirement - --- eek ee db Wbcdhiegl ete ‘A heim 43, 700 
Less funds available._........._--- i ee 20, 000 





Amount requested _-- -- : z sia dei aes Bcwehen bie 23, 700 
ee . ies hice = sé _ alas 24, 000 


6. Sufficient additional funds required to cover communications costs, partic- 
ularly long-distance calls, which develop in connection with the negotiations of 
contract prices and are necessary due to the geographical distribution of the re- 
serve-fleet sites, drydock facilities, repair yards, and district offices. 





Summary of requirements 


Difference (amount 


Presently available Total requirement ‘ 
requested) 


Average >n.c;, | Average rei, | AVerage 
employ- | Amount | £95! | employ- | Amount Posi- | smploy-| Amount 
: tions N tions : 


ment ment ment 


Posi- 
tions 


_ . —_ seats eee - — - - 7 - ~ 


Personal services_..._-.-_-- 35 23.6 |$130, 000 ‘ 35.2 |$194,000 | +25 +11.6 $64, 000 
Travel. : ae ase 20, 000 | 44, 000 +-24, 000 
Communication serv ices. oicows : én lia cut : | 12,000 i +12, 000 


er oe ec ctene. 35 | 23.6 | 150, 000, 60 | 35.2 | 250,000 +28 t , 000 
} I | ! 


NUMBER OF POSITIONS 


Mr. Preston. How many positions do you contemplate under this 
request, Mr. Rothschild? 

Mr. RoruscuiLp. 25 positions, sir. 

Mr. Preston. 25? 

Mr. Roruscuip. Yes, sir. 

Mr. Preston. Will they be permanent or temporary positions? 

Mr. Roruscuitp. They will be permanent until the repair-work 
program is completed. 


TERMINATION OF PROGRAM 


Mr. Preston. How long do you think the program will take? 

Mr. Roruscuiip. That will depend to some extent upon future 
appropriations. 

Mr. Preston. Well, I notice in the justifications that you are 
moving at a faster rate than you anticipated. Or, that is, that you 
are able to repair more ships for the money appropriated than you 
anticipated. 

Mr. Roruscuitp. That is correct, sir. 

Mr. Preston. Instead of 50, you are able to repair approximately 
70 ships? 

Mr. Roruscuiip. That is correct, sir. 

Mr. Preston. That has been accomplished in what period of time? 

Mr. RoruscuiLp. That is contemplated to be accomplished since 
last summer. 

Mr. Preston. Have you completed the repairs on the 70 ships? 

Mr. Roruscuitp. No, sir. We have contracted for some part of 
that, and will complete the contracting by the end of this fiscal year. 

Mr. Preston. Do you feel that the entire job can be completed in 
another fiscal year? 

Mr. Roruscuivp. Pretty largely; yes, sir. This program is de- 
signed to put into operating shape those vessels in the reserve fleet 
which are known as naval auxiliaries, of which there were 205 origi- 
nally. We asked for $45 million, and were given contract authority 
for $25 million, and appropriations of $12 million were made against 
that contract authority. As I said, it was estimated that for that $12 
million we could repair 50 ships, but because we did not know the 
shape the ships were in, and because they went into the reserve fleets 
without any survey or examination, but just as they came off their 
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runs, it was something of a guess as to what it would cost to repair 
them. 

Besides that, we have been pretty sharp traders in negotiating these 
repair contracts; and we have gotten the contracts in most cases for 
less than we had anticipated in the beginning. 

However, against the $12 million, we were permitted $150,000 in 
administrative expenses. However, our original request had been for 
more than that. Now, we find ourselves with no personnel to do the 
inventories, and no personnel to do the audits. 

Also, we have some increased travel and communications cost be- 
cause there are more ships involved, and we need the $100,000. This 
is not new money. ‘This is just taking $100,000 of that $12 million, 
and to have the authority to use it for administrative expenses. 


PROVISION IN 1956 BUDGET 


Mr. Preston. Mr. Rothschild, is provision made in your 1956 
budget request for these 25 men to be carried through fiscal year 1956? 

Mr. Roruscuiip. We are asking for an additional appropriation 
within the $25 million contract authority to be made available to us 
in the 1956 fiscal year, and that will include an amount of money for 
administration. 

Mr. Preston. Then, you are planning for these 25 men in the 
1956 budget? 

Mr. Roruscuitp. Yes, sir. 


TYPE OF PERSONNEL 


Mr. Preston. You said a while ago that these would be permanent 
employees until the program is completed. 

What do you mean by the word “permanent’’? 

Mr. Roruscuitp. We will need them so long as we have a repair 
program running, Mr. Chairman, and we would want to give you all 
of these 205 ships before we call the program off. 

Mr. Preston. By “permanent,” you mean that they will be under 
civil service? 

Mr. Roruscuitp. Yes, sir; these are all civil-service employees. 

Mr. Rooney. Generally speaking, these are the people who were 
on the Government rolls previously, such as hull inspectors, and tech- 
nical people of that kind who through the reduction in force were 
laid off. You would expect to get some people such as those back 
again; is that right? 

Mr. Roruscuiip. That is correct, sir. 


STATUS OF SHIPS 


Mr. Preston. Where are these ships located which you are pres- 
ently contracting for? 

Mr. Rotruscuiip. Some of them are in each one of our national 
defense reserve fleets. There are 8 fleets—3 on the west coast, 3 on 
the east coast, and 2 on the Gulf of Mexico. 

Mr. Preston. That accounts for the fact that you are requesting 
$24,000 additional for travel, because they are widely scattered? 
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Mr. Roruscuitp. That is correct. 

Mr. Preston. Mr. Thomas? 

Mr. THomas. How many ships do you have in the laid-up fleet 
altogether, at the present time? 

Mr. Roruscuitp. About 2,100. 

Mr. Tuomas. What is the average age of them? 

Mr. Roruscuiip. They are nearly all war-built vessels. 

Mr. Tuomas. Most of them were completed by the fall of 1945; 
were they not? 

Mr. Roruscuiip. Most of them are Liberties, as you know. 

Mr. Tuomas. At your present rate, how long would it take you to 
expend that $25 million? Will you complete your work on about 70 
or 75 a year? 

Mr. Roruscuitp. We will be asking in 1956 for $6 million addi- 
tional, which will place our expenditures, on an average, for 1955 
fiscal year, and the 1956 fiscal year, at $9 million for each year. 

Mr. Tuomas. Do you have a construction program under considera- 
tion for 1956 and 1957? 

Mr. Roruscui.p. Yes, sir. 

Mr. Tuomas. Well, we shall go into that later. I have no further 
questions. 

Mr. Preston. Mr. Rooney? 

Mr. Roonry. What was the amount you requested of the Bureau 
of the Budget for the operating differential subsidies? 

Mr. RoruscuHiip. $60 million. 

Mr. Rooney. The amount with regard to this increase in limitation 
was the same? 

Mr. Roruscui.p. Yes, sir. 

Mr. Rooney. That is all. 

Mr. Preston. Mr. Bow? 

Mr. Bow. No questions, Mr. Chairman. 

Mr. Preston. Mr. Horan? 

Mr. Horan. No questions. 

Mr. Tuomas. Gentlemen, I want to introduce an old friend of all of 
us here, Ben Guill, who used to serve in the House of Representatives 
as one of these Republicans from Texas. However, if we have to 
have one from our State, we would rather have him than some of 
the others. 

Mr. Guitt. Thank you, Mr. Thomas. 

Mr. Preston. We are glad to have had you with us today, Mr. 
Guill. 

Mr. Guitu. Thank you, Mr. Chairman. 

Mr. Preston. Thank you, gentlemen. 

Mr. Roruscuitp. Thank you very much, gentlemen. 


STATEMENT OF AMERICAN MERCHANT MARINE INSTITUTE, INC. 


Mr. Preston. Without objection the following communication 
received from the American Merchant Marine Institute, Inc., is 
inserted in the record. 

(The communication referred to is as follows:) 
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AMERICAN MercHANT MARINE INstitTuTE, INC., 
Washington 6, D. C., Mcrch 1, 1958. 
Subject: Supplemental Appropriations for Fiscal Year 1955 for Maritime Activities 
Hon. Prince H. Preston, 
Chairman, Subcommitiee on Appropriations for 
Department of Commerce and Related Agencies, 
United States House of Representatives, Washington 25, D. C. 

My Dear Mr. Cuarrman: The purpose of this letter is to place before you, as 
a matter of record, the wholehearted support of the American Merchant Marine 
Institute for the President’s budget request, as contained in House Document 
No. 88, that an additional amount of $60 million should be included in the supple- 
mental appropriations for fiscal year 1955 to cover the Government’s accrued, 
due and payable obligations for operating-differential subsidies and that the 
limitation on salaries and expenses in connection with the repair of reserve fleet 
vessels be raised from $150,000 to $250,000. 

The membership of the American Merchant Marine Institute comprises a 
substantial majority of American-flag shipping of all major categories including 
dry-cargo ships, both subsidized and unsubsidized, passenger ships, tankers, 
contract carriers, and industrial carriers. The item of $60 million for operating- 
differential subsidy, represents an appropriation for amounts owing by the 
Government under long-term contracts entered into pursuant to the Merchant 
Marine Act, 1936, as amended, providing for regular, scheduled, common-carrier 
service on the essential foreign-trade routes of the United States. Although the 
item is of particular interest te our member lines holding operating-differential 
subsidy contracts, nevertheless the entire American merchant marine is directly 
concerned with the important principle that when the Government makes con- 
tracts for service on our essential foreign trade routes and for the payment by it 
of amounts necessary to equalize some of the major disparities between the costs 
of ship operation under the American fleg and lower the costs of operating sim- 
ilar ships under competing foreign flags, its contract obligations should be 
met promptly when due. 

These contracts have been fully performed to date by the shipping lines. 
The companies have long since paid out in cash the wages and subsistence costs of 
officers and crew, insurance premiums, and maintenance and repairs to their vessels 
in American yards. It is not denied that the companies have performed their 
part of the bargain. Now, it is up to the Government to make the parity pay- 
ments which it contracted to make and upon the prompt payment of which the 
fiscal planning of the lines is necessarily dependent. It is a serious hardship to 
many of the companies concerned when their working cash is depleted through the 
failure of the Government to pay with reasonable promptness the audited and 
certified vouchers for operating subsidy due and payable under the contracts. 

These contract operators have sailed American-flag ships with American crews 
on the number of voyages required by the contracts on our essential foreign-trade 
routes. They have, in addition, fulfilled the numerous obligations, and have 
operated within the strict restrictions imposed by their operating subsidy con- 
tracts. Further, they have paid income taxes upon at least so much of the above 
amount as may have been accrued but not actually received by them as income 
for the prior years in question. Any failure on the part of the Government to 
provide for payment of its contract obligations has an equally adverse impact 
upon the entire American merchant marine. Stability of a long-term American 
merchant marine policy is the heart and purpose of the Merchant Marine Act 
of 1936. Stability of contract and prompt performance by both parties of their 
contractual obligations is as essential to the maintenance of America’s merchant 
fleets as it is to the orderly conduct of business in any other field. 

We understand that representatives of the Department of Commerce have 
fully established that the additional amount of $60 million is required to meet 
vouchers presented by ship operators in fiscal year 1955. The American Merchant 
Marine Institute therefore urges that your subcommittee will recommend appro- 
priation the full amount sought by the administration and thus make it possible 
for our Government to meet its unquestioned obligations to the contracting 
American-flag carriers which have performed their obligations and provided the 
service required under the contracts which are as binding upon the Government 
as they are upon them. 

Sincerely yours, 
Francis T. GREENE. 
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Monpay, Fresruary 21, 1955 


BUREAU OF PUBLIC ROADS 
WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

Cc. D. CURTISS, COMMISSIONER 

J. C. ALLEN, ACTING DEPUTY COMMISSIONER 

E. J. MARTIN, BUDGET OFFICER 


FEDERAL AIp ror HIGHWAYS 


Mr. Preston. The next item for consideration is for the Bureau 
of Public Roads’ Federal aid for highways program. 
The request is for $100 million, and it is found on page 12 of House 
Document 88. 
SUMMARY JUSTIFICATION DATA 


At this point we shall insert into the record pages 1 through 4 of 
the justifications. 
(The matters referred to follow:) 


Federal-aid highways 
(H. Doc. 88) 
Request (to remain available until expended) (needed April 1955)__ $100, 000, 000 


Appropriation to date 500, 000, 000 
Cash carried over from prior appropriations__._........_.------- 398, 210 


Total cash available 500, 398, 210 
Expenditures to Feb. 10, 1955 440, 000, 000 
Budget estimate, fiscal year 1956 680, 000, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To provide additional funds for reimbursement to States for the Federal share 
of cost of work done on approved Federal-aid highway projects. It is anticipated 
cash available for reimbursing States will be exhausted shortly before the middle 
of April. 

JUSTIFICATION 


The need for a supplemental estimate for fiscal year 1955 stems in part from the 
acceleration in the Nation’s highway program which resulted from increased 
authorizations provided by the Federal Aid Highway Act of 1954 and in part 
from the advancement by 6 months of the apportionment of the 1956 
authorizations. 

Federal-aid highway expenditures for the first 7 months of the current fiscal 
vear total $426,250,000. There remains only $74,150,000 of the 1955 appropria- 
tion available for expenditure between February 1 and June 30. Estimated 
expenditures for the balance of the fiscal year amount to $174,150,000. Thus, 
it is necessary to request a supplemental estimate of $100 million in order to 
reimburse the States for the Federal prorata of work done on projects approved 
under Federal-aid highway authorizations. 

The following table indicates the increased volume of Federal-aid work put 
in place (Federal share) during the first 6 months of the fiscal year in comparison 
with the work done during the same period for the previous 2 years. 
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Work put in place—Federal funds 








| Fiscal year 


| Fiscal year 





August 
September 
October 
November 
December 


liana hain acide tihng agasaemidinnn Dammam ; 


$65, 000, 000 


63, 000, 000 | 


70, 000, 000 
62, 000, 000 
46, 000, 000 
27, 000, 000 


| — $60, 000, 006 
000, 000 
000, 000 
000, 000 
000, 000 
19, 000, 000 


61, 
6 
6 
4 


9, 
5, 
2, 


316, 000, 000 


As of January 1, 1955, the Federal share of work done (earned) but not paid 
amounted to $252,571,000, and construction under contract but not completed 
amounted to an additions al $437,- 


463,000 on the same date. 
The following comparison of e xpenditures during the fi 


3 fiscal years reflects the effect of the increased construction earnings: 


August 
September 
October 
November 
December 
January 


Total, July 1 to Jan. 31_-_- 


February 
March 


Fiscal year total, BPR 


IN Sia on Sei ccaees cndkscscccdineswiue duitittnpicdcladtents 


Fiscal year budget expenditures__..........- ee | 3 600, 398, 210 | 


| 
Fiscal year 
1955 


| 1 $73, 709, 156 | 


57, 469, 157 | 

67, 998, 514 

68, 111, 231 

61, 636, 450 | 

58, 619, 800 

38, 705, 245 | 
| 426, 249, 553° 


| 


| u 600, 401, 403. 
—3, 193 


Fiscal year 
1954 


$49, 646, 518 | 
57, 255, 275 


59, 143, 035 
58, 494, 990 


61, 723, 773 | 


55, 284, 845 
34, 472, 144 


37 6, 020, 580 
23, 474, 098 
30, 440, 679 
30, 699, 252 
36, 048, 242 

‘ 34, 361, 755 


“155, 024, 026 | 
"531, 044, 606 | | 


—52, ) 208 


rst 7 months of the same 


Fiscal year 
1953 


$58, 297, 737 
50, 344, 812 
61, 340, 703 
64, 623, 563 
53, 065, 974 

2 28, 470, 948 
? 4, 839, 782 


320, 983, 519 


2 908, 18% 
79, 694, 046 
24, 028, 959 
29, 765, 421 

3, 770, 948 


188, 167, 562 


~ 609, 151, 081 
+285, 939 





530, 992, : 308 


509, 437, 02 21) 





|! Abnormally high due to accumulation of vouchers submitted by the States in previous months. 


ing ally low due to shortage of funds pending enactment of Second Supplemental, 1953, approved 


Mar. 2 , 1953. 
3E hte ated. 


4 Abnormally low due to shortage of funds pending enactment of 1955 appropriation. 
6 Adjustments on account of intransit items between BPR and Treasury, and allocated accounts. 


Following is a comparison of the Federal share of work under contract, not yet 
in place, as of January 1, 1955, with the same date of the 2 previous years: 


Jan. 1, 1955 
Jan. 


Jan. 


$437, 463, 000 
1, 2908- =..< 378, 460, 000 
1, 1953 352, 099, 000 


Expenditures during the last 5 months of fiscal year 1954 represented about 41 
percent of the work under contract, not completed, on January 1, 1954. The esti- 
mate of expenditures for the last 5 months of fiscal year 1955 represents 40 percent 
of the work under contract, not completed, on January 1, 1955. 

The Federal-aid highway appropriation for fiscal year 1955 provides funds for 
payment to the States of the Federal share of work done under four separate 
Federal-aid authorizations: (1) Primary highways; (2) secondary roads; (3) 
urban arterial routes; and (4) interstate highways. The appropriation also pro- 
vides funds, which are reimbursed by appropriations in subsequent years, for flood 
damage restoration work, dams over bridges, and for administration of the Federal- 
aid highway program Following is a statement of estimated expenditures for 
fiscal year 1955 by activities: 








Expenditures, fiscal year 
1955 


Activity eerie men 
Actual, | Estimated 
July 1-Jan. 31 total 


Primary highways............-.----.--------------------------+-------------| $186, 576,621 | $240, 000, 000 


Ce acc ccetwn aba ic eacdentntane 120, 784, 036 164, 000, 000 
Ue as nk See beeanate 96, 043,231 | 154, 000, 000 
SII oo ic wn dcncccsiees i eee ers .---| 13,766,529 27, 000, 000 
ey IN. keen mabenadrandabeteeesmiet “= 1, 208, 770 | 2, 684, 210 
Ce ns. gan aaameaw on eanaeansmtanoaane 5 935, 533 | 1, 000, 000 
Reimbursable—from other funds. - - es ee ie sccke | 159, 527 |... 

I hn ith te ee nds dk gheebdnink dowdibhvaeaaidasbbe al 6, 775, 306 ‘A, 714, 000 





| 426, 249, 553 600, 398, 210 
Cash available: | | 
From 1955 appropriation __- : ade 500, 000, 000 |. 
From prior appropriations ‘i hoes 398, 210 | 500, 398, 210 
Supplemental estimate required Sequelae es ~ 100, 000, 000 
| | 





Mr. Preston. Mr. Curtiss, we will now hear you speak to this 
item. 
GENERAL STATEMENT 


Mr. Curtiss. Mr. Chairman and gentlemen, it is an honor and a 
pleasure for me to appear before this committee as Commissioner of 
Public Roads. 

Some of you, I think, will remember me coming before you with 
both Mr. MacDonald, and later, Mr. du Pont for quite a number of 
years. 

Mr. du Pont resigned recently, and is now serving as special con- 
sultant to the Secretary of Commerce. In that position he will spend 
his time in connection with the President’s 10-year highway program. 

I shall endeavor to merit the same confidence that appropriations 
subcommittees have heretofore placed in Mr. du Pont and Mr. 
MacDonald. 

The first item in our supplemental needs is connected with the 
Federal-aid program. 

The State highway departments have made really remarkable prog- 
ress this past year in advancing their Federal aid highway program. 
This work has been stimulated somewhat by the larger authorization 
in the 1954 Federal Highway Act. 

The first year’s authorization (1956) of that act was apportioned 
on the 1st of July, and our original 1955 estimates contemplated 
neither the increase in the authorization, which Congress later enacted, 
nor the early apportionment. 

During the first 7 months of this fiscal year, programs have been 
approved, to the extent of $376 million of Federal aid. That is a 
very large increase over the previous year. Plans approved amounted 
to $381 million, against $274 million of a year ago. 

Expenditures for the first 7 months of the fiscal year totaled $426 
million. That is about $50 million more than the expenditures in 
the same period of fiscal year 1954, and it is $106 million more than 
the corresponding figure for fiscal year 1953. 

During the last 5 months of the 1954 fiscal year, our payments 
totaled $155 million, and would have reached $170 million, but we 
ran out of funds, and had to carry $15 million over this fiscal year. 
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Our cash balance on February 1 was approximately $74 million, and 
we have estimated that an additional $100 million will be needed to 
continue the reimbursement to the States during the rest of this 
fiscal year. 

Mr. Preston. At that point, Mr. Curtiss, I would like to ask you 
this question: 

Mr. Curtiss. Yes, sir. 


ADDITIONAL SUMS NEEDED OVER PRESENT REQUEST 


Mr. Presron. Will there be other sums due for any authorization 
which you have approved in the agreements that you have entered 
into there with the eee over and be »yond the $100 million? 

Mr. Curtiss. Well, it appears right now that $100 million is a 
most conservative i al and we may have to carry vouchers over 
again next June. 

Mr. Preston. Well, thinking in terms of contract authority and 
not, necessarily, the vouchers, how much will that amount to at the 
end of the fiscal year, for which you will not have the money to pay? 

Mr. Curtiss. Well, we have contract authority for all of the 
authorization as soon as it is apportioned. 

Mr. Preston. But, how much of it will be used? 

Mr. Tuomas. $800 million was mentioned a while ago as an 
apportionment figure. 

Mr. Curtiss. That figure was $875 million for fiscal year 1956, 
but as of February 1, work had been completed for which the States 
had not yet vouchered us or for which we had not yet paid, if they had 
vouchered us, to the extent of $252 million of Federal aid. At that 
time, of course, work was also under contract involving Federal aid to 
the extent of $437 million. 

Mr. Preston. What was the first figure which you used? 

Mr. Curtiss. $252,571,000. However, we probably will carry over 
into the next fiscal year a slightly larger figure than that. 

Mr. Preston. That would be at the end of the fiscal year. 

Mr. Curtiss. Well, there will be at least $250 million which will 
be carried over for work actually done, and the amount that we have 
now under contract at the present time of $437 million will be still 
larger on July 1 

So, there will be in the neighborhood of $700 million of outstanding 
contracts which have not been liquidated. 

Mr. Preston. Paid for? 

Mr. Curtiss. Yes, sir. 

Mr. Preston. At the end of the fiscal year it will be, roughly, $700 
million? 

Mr. Curtiss. Yes, sir. 

Mr. Preston. All right; you may proceed, Mr. Curtiss, with your 
statement. 

Mr. Curtiss. I would like to show you how the program has 
accelerated during this year through use of these charts. 

Mr. Preston. Let us go back to the $700 million figure again. 

Is your total authorization $875 million? 

Mr. Curtiss. Yes, sir. 

Mr. Preston. Well, how is it that you are going to have $700 
million unpaid for at the end of the fiscal year, when the total amount 
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in the year which you can spend is $875 million? That would just 
leave $175 million. 

Mr. Curtiss. Well, some of that, Mr. Chairman, is for work that 
was contracted for in previous years. 

Mr. Preston. I see. 

Mr. Curtiss. You see, this is a continuing program, and one fiscal 
year fund builds right on to the other. Some States are using their 
1956 apportionment now. As a matter of fact, some $195 million of 
the fiscal year 1956 apportioned funds have already been programed, 
and 43 States have programed one or more categories of their 1956 
apportionment already. 

Mr. Preston. What are you asking for in your 1956 budget? 

Mr. Curtiss. $680 million. 


AUTHORIZATION 


Mr. Tomas. Mr. Curtiss, when was your last authorization passed, 
and for what amount? 

Mr. Curtiss. The Federal Aid Highway Act of 1954 was passed on 
May 6, 1954. 

Mr. THomas. What was the total amount involved? 

Mr. Curtiss. It carried authorizations of $875 million for fiscal 
year 1956, and $875 million for fiscal year 1957. 

Mr. Preston. Is that as far as it went—just those two years? 

Mr. Curtiss. Yes, sir; just those two years. 

Mr. Tuomas. That is about $1.75 billion; is it not, for the two 
years? 

Mr. Curtiss. Yes, sir; that is right. This morning I appeared 
before the Senate Public Works Committee. Senator Gore has intro- 
duced a bill which would increase the authorization for each of those 
two fiscal years to $1.6 billion. 

Mr. Tuomas. The figure you gave the chairman a while ago of 
$700,000 of unliquidated obligations covers the $1.75 billion for fiscal 
years 1956 and 1957? 

Mr. Curtiss. I do not know the actual contract obligations; that 
is, the work is under contract. The work is in the process of being 
done, and $252 million of it has already been actually accomplished, 
but there is always that lag in payments. The States make the 
payments initially, and bill us for the Federal share later. 

Mr. Preston. Mr. Curtiss, assuming you will be granted this 
request for the $100 million, how much will be left remaining of this 
$1.5 billion, or this $1.75 billion, not appropriated? 

Mr. Curtiss. A very sizable sum. All of the 1956 and 1957 funds, 
which is $1.75 billion, all of the 1955 funds of $575 million, plus a 
balance of $338,500,000 of the 1954 funds, and that is over $2.6 
billion. 

Mr. Preston. Counting the remainder of 1954, plus 1955, 1956 
and 1957, in fiscal year 1957 there will be, then, approximately $2.6 
billion in unappropriated authorizations. 

Mr. Curtiss. Yes, sir. 

Mr. Preston. And, that will not be appropriated for or that will 
be unpaid? 

Mr. Curtiss. Yes, sir. However, the estimate in the regular bill 
will reduce that by $680 million. We wanted to call attention to this 
chart, which I think you all have copies of now. 
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PROGRAM ACCELERATION 


The chart shows the great. acceleration which the program has had 
this year. 

The State highway departments have advanced their Federal aid 
program money more rapidly than in any previous calendar year. 

Mr. Tuomas. They are 6 months ahead of schedule; are they not? 

Mr. Curtiss. Well, 6 months ahead of the must date for apportion- 
ment of the fund; that is right. 

When the base for these charts was set up, we did not anticipate 
the higher authorization, nor the earlier apportionment, and we 
thought $600 million would be a reasonable figure to project. The 
charts show the six steps in the Federal aid program, following the 
authorization by the Congress and apportionment of the funds. 

During this past calendar year, the State highway departments 
submitted, and the Bureau of Public Roads approved, programs util- 
izing $777 million of Federal aid funds. That is compared with $484 
million in calendar year 1953, and $538 million in calendar year 1952. 

Plans approved equaled $685 million, and you can see from the 
chart that is well over the amount for the 2 previous years. 

The actual contract awards—these awards are made by the State 
highway departments—amounted to $658 million, and the “work 
starts’’ were approximately the same, $657 million. 

Work actually accomplished under these contracts and on which 
the States could claim a pro rata share of Federal aid, amounted to 
$600 million, approximately, and the payments, as always, have 
lagged behind that somewhat. 

In the calendar year 1954 payments were $562 million. 


ADMINISTRATIVE STAFF 


Mr. Preston. In carrying this out, to what extent have you 
increased your administrative staff? 

Mr. Curtiss. We have not increased our staff at all. In fact, there 
has been a small reduction, Mr. Chairman. Our actual employment 
on July 1, 1954, engaged on the Federal aid highway work, was 
1,786. On January 31, 1955, there were 1,727. Now, we cannot 
expect, however, to carry on with this enlarged program, and con- 
tinue to reduce personnel. We have reached the point where it will 
be necessary to increase, as a result of this increased program. 

Our program this year—the authorization, is 52 percent more a 
year ago than the 1955 authorization. 

Mr. Preston. How much, percentagewise, do you use for adminis- 
trative purposes? 

Mr. Martin. Cumulatively it would be about 2.67 to date on all 
postwar projects. It has been 2.67. 

Mr. Curtiss. We increased our administrative estimates in 1956 
over the previous year to carry this 52 percent increase in authoriza- 
tion. 

Mr. Preston. Mr. Martin answered the question which I wanted 
answered when he gave the figure of 2.67. That is the answer I was 
looking for. 

Mr. Curtiss. I misunderstood your question, 
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Mr. Preston. Well, I am surprised that you have been able to 
reduce your staff with this type of program. You must have been 
overstaffed in order to be able to carry out all of this work. 

Mr. Curtiss. We have done a lot of things, Mr. Preston. We have 
combined 2 of our engineering divisions into 1 division in the Wash- 
ington office, and in the field we have consolidated 2 divisions into 1. 
We have abolished our regional office in San Francisco, and in all of 
those organizational changes we have reduced personnel. 

We have had quite a large number of retirements, and by and large 
we have not replaced the ones who have retired. However, we have 
about reached the end of our ability to do that, and keep the work 
going. 

Mr. Preston. Well, you are to be commended for having reduced 
the staff which you have. That is about, roughly, 50 that you have 
reduced during the first 7 months of the fiscal year. We do not hear 
very much about that. It is usually increased when we have people 
to come before the committee. 

Mr. Curtiss. Well, with the program at the same level that it has 
been in the past few years, that operation, I think, could continue 
but with this great increase I do not see how it will be possible to 
continue reducing our force. 

Mr. Preston. Mr. Thomas? 

Mr. Tuomas. No questions. 

Mr. Preston. Mr. Rooney? 

Mr. Roonry. While we are in a complimentary mood, Commis- 
sioner Curtiss, I should like to inquire with regard to the figure you 
mentioned a while ago as the 1956 fiscal year program. 

Mr. Curtiss. The amount of the authorization? 

Mr. Rooney. The amount which you expect to spend in 1956. 

Mr. ALLEN. $680 million, sir. 

Mr. Rooney. When in the past history of the United States, has 

been that high? 

Mr. Curtiss. Never; never before. 

Mr. Rooney. Then, I should compliment you and President 
Eisenhower on your achievement in being able to spend more money 
for this purpose than at any other time in past history. 

Mr. Curtiss. The credit, sir, should go to the State highway 
departments who accelerated their highway programs. 

Mr. Preston. Any questions, Mr. Horan? 

Mr. Horan. No questions. 

Mr. Preston. Well, Mr. Curtiss, I want to congratulate you on 
your appointment as Commissioner. 

Mr. Curtiss. Thank you, sir. 

Mr. Preston. You have given the Government many years of 
faithful service, and it is a just reward which you have received. 

Mr. Horan. Off the record. 

(Discussion off the record.) 


Forest HIGHWAYS 


Mr. Preston. Let us take up the request for forest highways, in 
the amount of $4 million, found on page 13 of House Document 88 
and at this point in the record we shall insert pages 7 through 10 of 
the justifications. 

(The matters referred to follow:) 
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Forest highways 
(H. Doc. 88) 


Request (to remain available until expended; needed, early in 

March 1955)-_..-.-.--- $4, 000, 00U 
Appropriation to date___- -_- pelea 15, 000, 000 
Cash carried over from prior appropriations__- apes 3, 047, 003 


Total cash available ie winm st Ae a 
Expenditures to Feb. 10, 1955___-__- a en ate 16, 900, 000 
Budget estimate, fiscal year 1956__-___-_ 2s Bel dels eee 25, 000, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To provide additional funds for making contract payments for work done on 
approved forest highway projects. Cash available for payment of contractors’ 
claims will be exhausted before the middle of March. 


JUSTIFICATION 


Forest highway expenditures for the first 7 months of the current fiscal year 
total $16,400,000. As of February 1, 1955, taking into consideration the intransit 
items between the Treasury and Bureau of Public Roads amounting to $292,000, 
there remained only $1,340,000 of the 1955 appropriation available for expenditure 
between February 1 and June 30. Estimated expenditures for this period are 
approximately $5,340,000. It is therefore necessary to request a supplemental 
estimate of $4 million in order that contractors’ claims for work put in place may 
be paid upon submission. 

The need for a supplemental estimate for forest highways for the fiscal year 1955 
is a direct result of the extension of contract authority to the forest-highway pro- 
gram by section 6 of the Federal Aid Highway Act of 1954, approved May 6, 1954. 
The regular estimate for the current fiscal year was prepared on the basis of a 
limited program prior to passage of the 1954 act. 

During the month of June 1954, contract authority was used to place $10,455,000 
under obligation. On July 1, 1954 the authorization of forest-highway funds for 
the fiscal year 1956 was apportioned by States. Normally this apperitonnae nt 
would not have been made until 6 months later, or approximately January 1, 1955. 
In harmony with the national policy of accele ‘rating the highway program, on 
July 30, 1954 an additional $26 million was released for obligation during the 
current fiscal year. 

This proposed supplemental estimate of $4 million plus the current appropria- 
tion of $15 million will provide $19 million for the 1955 fiscal year. The unex- 
pended balance of prior appropriations carried forward was approximately $3 
million, making the amount available for fiscal year 1955 a total of approximately 
$22 million. 

A comparison of the work put in place (Federal share) during the past 6 months 
with the similar work done during the same period for the previous 2 years shows: 


| | | 
Fiscal year Fiscal year | Fiscal year 
1955 1954 1953 


} f is ‘ oats |} $2,061,000 | 52, 870, 000 | $1, 806, 000 
August res aka > : 2, 764, 000 3, 305, 000 | 1, 917, 000 
September. , : 3, 607, 000 | 2, 816, 000 | 2, 764, 000 
Se Scere es as ‘ ed 3, 969, 000 3, 018, 000 2, 601, 000 
November : : : ij 1, 173, 000 1, 713, 000 2, 078, 000 
December-__-_-_--- he 1, 803, 000 1, 533, 000 848, 000 


Total : Paha — 15,377,000 | 15, 255, 000 | 12, 014, 000 


The following tabulation reflects actual expenditures by months for fiscal years 
1953, 1954, and the first 7 months of 1955 with a lump-sum estimate for the last 
5 months of the current year: 





Fiscal year Fiscal year Fiscal year 
} 1955 1954 1953 


| $1, 284,583 | $1, 950, 700 $1, 743, 112 

August... ..-- Sag eebeoknieaccienaeg eae ane 2, 560, 112 3, 043, 872 2, 582, 552 
SE aasnbil sian bdenradabbdeciessecnccedhtbbach | 2, 924, 133 3, 229, 046 3, 050, 159 
October sige aaa 3, 087, 376 2, 952, 297 2, 261, 741 
November Ei ctendisaceculonkiccesl | ~ yn 2, 258, 213 2, 065, 218 
Ss Se ee bibcerias ; 1, 707, 392 1, 895, 890 , 408, 205 
JERI <b diurewe ans ; , se eee cel 1, 595, 297 868, 316 869, 442 
} | 


Total July 1 to Jan. $1..............- J | 16, 415, 044 16, 198, 334 3, 980, 429 


February 726,727| 656, 414 
March... Phere eae an 886, 179 862, 634 
~~" yoo eRe hee eh ra __..|+ 15,339, 489 | 553, 241 942, 329 
Newco chat es : ieee | 886, 772 , 337, 110 
June , 509, 611 2, 281, 028 


t 5, 339, 489 | , 562, 530 
2 : 

Fisce al year total, BPR 1 121, 754, 533 | 20, 760, 864 

Adjustments ?___...._.-- oe ee ee ae +292, 470 — 168, 387 


a ee 


}, O79, 515 


20, 059, 944 
+101, o4l 





Fiscal year budget expenditures...............---...----| 122, 047, 003. 20, 592, 477 20, 161, 885 
{ 


1 Estimated. 
? Adjustments on account of intransit items between BPR and Treasury, and allocated accounts. 


The above tabulations show that both expenditures and the value of work put 
in place during the first 7 months of the 1954 and 1955 fiscal years are nearly 
comparable. Similarly the total estimated expenditures for the current fiscal 
vear and the actual expenditures for the 1954 fiscal year are relatively close. 
The slightly higher expenditures estimated for the current fiscal year are based 
upon a review of the Federal share of the work under contract, not completed as 
of January 1, 1955, compared with the comparable figure for the same date in 
the two previous years. These figures are: 


Work under contract, not completed (Federal share) 

Jan. 1, 1955__-_-_- ; Sa ; $13, 317, 000 
Jatt. ty ROW ees os oe : a 9, 631, 000 
Jan. 1, 1953 er aa a 15, 414, 000 

It is expected that currently available funds will be exhausted early in March. 
In the forest highway program, the construction contracts are generally between 
the Government and the highway contractors, and claims for work performed are 
submitted monthly throughout the course of the work. It is highly desirable 
that supplemental funds be made available for prompt payment of contractors’ 
claims. 


Mr. Preston. Will you speak on this item of forest highways, 
Mr. Curtiss? 

Mr. Curtiss. Yes, sir. 

Our 1955 budget estimate was rather restricted. Some of you will 
recall a discussion we had about a year ago regarding this estimate. 
It was for $10 million. That was raised to $15 million in the House, 
and the Senate approved that amount. Later, when the Federal-Aid 
Highway Act of 1954 was passed, contract authority was extended 
to the forest highway and other direct Federal construction funds, the 
same as it had “previously been extended to Federal-aid funds. 

With the approval of the Bureau of the Budget, we authorized our 
field divisions to proceed in fiscal 1954 with another $10 million in 
forest highway contracts. 

Under that expanded program we have expended $16.5 million in 
the first 7 months of the current fiscal year. Our cash balance on 
February 1 was only $1,340,000. We expect that to be exhausted in 
March. We expect to receive additional claims for work done during 
the remainder of the fiscal year of $5,340,000, which accounts for the 
$4 million that we are asking for in the supplemental. 
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Mr. Preston, What is your total authority for forest highways? 

Mr. Curtiss. $22.5 million a year. We expect in the future if that 
rate is continued that our estimates will vary between $20 million and 
$25 million, depending upon the rate at which the program goes ahead, 
but it will have to average $22.5 million. 

This year, in the Northwest, it has been possible to keep work 
going this winter which normally would have had to close down, and 
that accounts, in part, for our program advancing at a more rapid 
rate than we had anticipated. 

Mr. Preston. If there are no questions, we shall proceed to con- 
sideration of the next item. 


Pusuiic Lanps HicgHways 


The next item is ‘‘Public lands highways,” and the liquidation of 


contract authorization. The request is for $1 million, and it is found 
on page 13 of the House Document 88, and we shall insert pages 12, 
13, and 14 of the justifications into the record at this point. 

(The matter referred to follows:) 


Public lands highways 
(H. Doe. 88) 


Request (to remain available until expended) $1, 000, 000 
Needed: Feburary 1955. 

Appropriation to date__-___--- a a aeantia 0 
Cash carried over from prior a $780, 109 


nn i aa wa 780, 109 
Expenditures to January 31, 1955_________-_-- Mine Som See Meee eh 780, 109 
Budget estimate, fiscal year 1956 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To provide additional funds for making contract payments for the cost of work 
done on approved public lands highway projects. All available cash was expended 
as of January 31, 1955. 

JUSTIFICATION 


The Federal Aid Highway Act of 1954 authorized $1 million for public-lands 
highways for each of the fiscal years 1956 and 1957. Section 6 of that act pro- 
vides contract authority for the fiscal year 1956 and 1957 authorizations as well 
as for the $2,500,000 which was authorized for the fiscal year 1955 in the Federal 
Aid Highway Act of 1952. 

This supplemental estimate of $1 million is requested to liquidate a portion of 
the contract authority provided for the 1955 fiscal year authorization. The funds 
will be required to meet contract payments on the projects that were selected for 
financing under the 1955 authorization of $2,500,000. 

The most recent appropriation for public-lands highways was for the fiscal 
year 1954 in the amount of $1,750,000 to liquidate the remainder of contract 
authority provided by the Federal Aid Highway Act of 1950 for the fiscal year 
1951. 

An estimate was not submitted for the fiscal year 1955 since unappropriated 
authorizations existing at the time did not carry contract authority. 

The unexpended balance of previous appropriations carried forward June 30, 
1954, was in the amount of $780,000, which sum was completely expended as of 
January 31, 1955, 

Because unappropriated balances of previous authorizations for public-lands 
highways did not carry contract authority, project applications submitted to the 
Bureau of Public Roads were necessarily tabled until appropriations might 
become available. At the time of passage of the 1954 Highway Act project 
proposals by the various States had accumulated to a total in excess of $8 million. 





189 


Following passage of the 1954 act, which included contract authority forthe 
1955 authorization of public lands funds in the amount of $2,500,000, all existing 
applications were carefully reviewed in order to select those proposals that qual- 
ified for first consideration in the allocation of the $2,500,000 available for con- 
tract. Following is the status of the new program as of February 1, 1955: 


Allocated, not programed _. $125, 000 
Programed only - --- Ae BS 394, 000 
Plans approved, not under contract ee hhg iae oe 263, 000 
Under contract ieee , 501, 000 


283, 000 
217, 000 


Beem BEGG muteriehotn.. «<n je censnnsne 2, 500, 000 


- “~, 


In the public-lands highways program almost all of the work is in the Western 
States, and virtually all the construction is performed under direct Federal con- 
tracts. Contractors’ claims for work performed are submitted monthly through- 
out the course of the work and it is essential that funds be available for prompt 
payment. Much of the program is in the Southwestern States where construction 
work will be carried on during the winter months. 

The supplemental estimate will be used to make partial payments on the follow- 
ing public-lands projects: 


State and project location | Type of construction \Length| Status — 
. } | 


scan | 


| 
Arizona: | 

The Phoenix-Payson Highway | Preliminary engineer- 2.3 | Programed only---- $394, 000 
from Verde River East to Ft. ing bituminous sur- under way el 3, 000 
McDowell Indian Reservation. facing treatment, 

and bridge. 

U. 8. 91 between Littlefield, Ariz. | Preliminary engineer- Under way 
and St. George, Utah, Virginia ing. 
River survey. | 

California: U. S. 93 from point 9.5 | Bituminous surfacing-| Under construction 000 
miles north of Secret Valley to | | 
Ravendale. | 

Colorado: U. S. 666 and S. H. 106 from |.....do_-_-- 
Southern Ute Indian Reservation to 
point 10 miles south of Cortez. 

Nevada: U. S. 91 southwest of Mes- |-..-.do__-..--...-.--- , eR a acetate ee 000 
quite. 

New Mexico: 

U.S. 260 from Pleasonton south_...| Grading and drainage 4.8 | Plans approved ___- 000 

and bridge. 

U. S. 666 from Navaho Indiar | Bituminous surfacing 3.0 | Under construction 000 
Reservation north. and bridges. ' 

Oklahoma: U. S. 271 in the Ouachita | Grading and drainage 14.3 | Allocated. _- | 25, 000 
National Forest. 

Oregon: U. 8. 95 and S. H. 456 from | Bituminous surfacing.| 10.0 Under construction 200, 000 
point 7 miles north of State line. 

Wyoming: U. S. 20 in Wind River eS hecd |, Sade : 000 
Canyon between Shoshoni and 
Thermopolis. 


do_. 
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Mr. Preston. You may proceed, Mr. Curtiss. 

Mr. Curtiss. Our original 1955 budget did not include anything at 
all for public-lands highways, since the unappropriated balance of 
previous authorizations had not carried contract authority. 

The previous legislation gave us no contract authority, and we could 
only proceed with contracts following either the granting of contract 
authority, as was done once or twice in connection with appropriations, 
or the actual appropriations. 

However, on the basis of the 1954 act, we reviewed our backlog of 
applications from the State highway departments for projects eligible 
for financing with public lands funds, and out of the $8 million which 
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we had on hand, we selected what seemed to be the most important 
for financing under the $2.5 million contract authority which we had. 

As of February 1, projects aggregating $1.5 million had been placed 
under construction, and we estimate that we will need $1 million to 
cover payments on this work. 

Mr. Preston. What $8 million do you refer to? 

You said 8 million on hand. You are talking about ‘‘dollars’’? 

Mr. Curtiss. This is a fund which is not apportioned. The State 
highway departments having public lands within their borders apply 
for funds of this character to finance projects to cross their public 
lands. 

Mr. Preston. Projects such as those on military reservations? 

Mr. Curtiss. Projects such as those on Indian reservations, and 
unreserved public lands. Even the forest reservations are eligible. 

Mr. Preston. Would military installations be eligible? 

Mr. Curtiss. I think so. 

Mr. Preston. I was just curious about that. 

Mr. Curtiss. The language of the law reads ‘‘or other reservations.”’ 
It cites the unreserved, untaxable Indian lands and other Federal 
reservations. 

Mr. Preston. Under this program you pay 100 percent of this cost? 

Mr. Curtiss. Yes, sir. 

Mr. Presron. You had on hand $8 million, you say? 

Mr. Curtiss. We had applications for projects which would cost 
$8 million. 

Mr. Preston. I see. 

Mr. Curtiss. Yes, sir. 

Mr. Preston. Are there any questions on this item? 

(No response) 

Mr. Presron. Thank you very much, Mr. Curtiss. 

Mr. Curtiss. Thank you, sir, Mr. Chairman, and gentlemen of 
the committee. 

Mr. Tuomas. It is nice to see you, Mr. Curtiss. 


Civit AERONAUTICS BoARD 


WITNESSES 


CHAN GURNEY, ACTING CHAIRMAN OF THE BOARD 

E. T. NUNNELEY, Jr.,. GENERAL COUNSEL 

JOSEPH H. FITZGERALD, DIRECTOR, BUREAU OF AIR OPERATIONS 
IRVING ROTH, CHIEF, RATES DIVISION 

JOHN B. RUSSELL, CHIEF, BUDGET AND FISCAL SECTION 


PayMENTs TO ArR CARRIERS 


Mr. Preston. The next item which we will consider is a request 
for the Civil Aeronautics Board for payments to air carriers, in the 
amount of $15,200,000, to remain available until expended. 

This item is found on page 12 of the House Document 88, and we 
shall insert in the record at this point pages 1, 2, and 3 of the justifi- 
cations, and also the sheets found on I, II, III, IV, and V of the 
justifications. 

(The matters referred to follow:) 
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Payments to air carriers 


Unexpended balance brought forward from prior year == 963, 706 
Appropriation (1955) ; 000, 000 


Total available (1955)___- ; 963, 706 
Expended through Jan. 31, 1955__- ! ‘ : ; 193, 874 


Unexpended balance as of Jan. 31, 1955 : ; : 169, 832 
Estimated requirements Feb. 1 through June 30, 1955____---~-- 28, 669, 832 


Supplemental needed____- = 5, 200, 000 


Request: $15,200,000 to remain available until expended. 
Needed: April 15, 1955. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is estimated that claims for subsidy compensation submitted by air carriers, 
during the fiscal year 1955, will total slightly less than $68 million and will require 
that payments be made to such air carriers in the total amount of $67,163,706. 
Although the Board sought an appropriation for the fiscal year 1955 in the amount 
of $73 million, the appropriation provided by the Congress was only $40 million. 
The Congress granted the $40 million on the theory that this amount, together 
with the estimated carryover of unexpended funds from 1954 would enable the 
Board to pay claims submitted by carriers through the month of January 1955, 
by which time the Board would have presented additional testimony as to the 
exact effect of the Supreme Court decision in the Chicago and Southern case and 
a current estimate of subsidy needs for 1955. 

On the basis of all information now available, it is not believed that the Supreme 
Court decision will have any net effect on the total estimate for 1955 as previously 
presented, nor upon current estimates of subsidy accruing to the carriers. It is 
believed that the basis for the revised estimate of appropriation requirements for 
1955 would be more appropriate for explanation at the time of oral presentation 
of the supplemental request. However, there is shown in the accompanying 
appendixes, comparisons, both in total and by carrier, of the current estimates 


with the estimates of a year ago. The estimates of subsidy accruing to the air 
carriers during the fiscal years 1954 and 1955 are extremely conservative, with 
questions regarding the effect of possible future developments being resolved in 
favor of presenting the lowest possible figures. The current estimates are sum- 
marized as follows: 


Analysis of estimate 





Estimate, Estimate, 
1954 1955 
Total subsidy accruing to air carriers for operations during the fiseal year 2 $55, 180, 922 $66, 151, 000 
Add unpaid accrued subsidy carried forward from prior year _- +6, 653, 378 
Deduct accrued subsidy unpaid at end of fiscal year —, 653, 378 5, 640, 672 


Total estimated payments (actual for 1954)._......-- Gadd i 48, 527, 544 67, 163, 706 


! The amounts shown for 1954 cover the period from the effective date of Reorganization Plan No. 10, 
Oct. 1, 1953 through June 30, 1954. 

2 Comparable amount for entire fiseal year is $73,051,329. 

3 Includes proposed supplemental appropriation of $15,200,000. 


As shown above, the total estimated requirements for making payments to air 
carriers on claims to be submitted during 1955 is $67,163,706. The supplemental 
appropriation of $15,200,000 hereby requested for 1955, together with the $11,- 
963,706 reappropriation of 1954 funds and the $40 million provided in the annual 
appropriation act, will enable such payments to be made during 1955. 

In December 1954, the Board established reduced section 406 rates for the trans- 
atlantic carriers and reduced temporary service rates for all international carriers. 
As a result, Trans-World and Pan American are required to refund to the Board a 
net amount approximating $3,500,000. In arriving at the $15,200,000 supple- 
mental requirement, it is contemplated that such refunds will be made by March 
31, 1955, if possible, and in any event by June 30, 1955. 


59135—55——_13 





192 


It is considered essential that the monthly subsidy payments to which carriers 
are entitled under rates established by the Board pursuant to section 406 be made 
to such carriers on as nearly a current basis as possible. Delays in making such 
payments, in some cases of even a few days, present the carriers with difficult 
financial problems and in some cases require short-term financing with high interest 
charges. This is particularly true of many of the local service carriers, although 
not confined solely to that group, and in some instances the receipt of payment is 
necessary in order to meet the carrier’s payroll. 


Comparative summary of service pay and subsidy estimates for operations during the 
fiscal years 1954 and 1955 


1955 budget 


= sotinaine 
Fiscal year estimate 


Volume of mail in ton-miles: 
1954___- _..-| 101, 151, 000 
1955_...-- 105, 770, 000 

Service pay: 
en chine oie 
1955... 

Subsidy: 

SD iaie eine 
EEE - 

Total service pay and subsidy: 
1954_..-- : ae 
1955...-- 


$56. 070, 000 
80, 655, 000 


136, 725, 000 
138, 712, 000 


1955 COMPARED WITH 1954 


Volume of mail in ton-miles_..- 

Service pay---.-------- 

Subsidy liability. -- 5 Darcie seu 
Total service pay and subsidy liability... ...-- ; scare 


APPENDIX II 


58, 460, 000 


80, 252, 000 


Current 
estimate | 


(2) 


108, 195, 000 | 
129, 032, 000 


$56, 125, 000 | 
58, 957, 000 | 


73, 051, 329 | 
66, 151, 000 | 


129, 176, 329 | 
125, 108, 000 | 


Column (2) 
compared 
with col- 
umn (1) 


(3) 


+7, 044, 000 
+23, 262, 000 


+$55, 000 
+497, 000 


—7, 603, 671 
—14, 101, 000 


—7, 548, 671 
— 13, 604, 000 


+20, 837, 000 
+$2, 832, 000 
—6, 900, 329 
— 4, 068, 329 


Comparison of estimates for ‘‘Payments to air carriers’ for operations during the 


fiscal years 1954 and 1955 


| 1955 Budget 
estimates 


(1) 


Total subsidy: 
1954 
1955__. 
Payments (expenditures): 
1954 1__ 
1955__. 
Appropriations: 1955- -- 


$80, 655, 000 | 
80, 252, 000 | 


Current 
estimate 


(2) 


$73, 051, 329 
66, 151, 000 


53, 491, 250 | 2 48, 527, 544 | 
80, 000, 000 | 
73, 000, 000 | 

| 


3 67, 163, 706 
4 55, 200, 000 


Change, col- 
umn (2) 
compared 
with column 
(1) 


(3) 


—$7, 603, 671 
—14, 101, 000 


—4, 963, 706 
—12, 836, 294 
—17, 800, 000 


1 The amounts shown for 1954 cover the period from the effective date of Reorganization Plan No. 10, 


Oct. 1, 1953, through June 30, 1954. 
2 Actual. 


3 To be made up of present appropriation of $40 million; carryover from 1954 of $11,963,706; and supple- 


mental appropriation of $15,200,000. 


4 Of this amount $40 million has been appropriated and $15,200,000 is required by way of a supplementa 


appropriation. 
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APPENDIX III 


‘omparative summary of service pay, subsidy, and matl ton-mile estimates, for 
operations during the fiscal years 1954 and 1955 


VOLUME IN MAIL TON-MILES 


Domestic trunks. 

Local service. 

Helicopters ‘ 
States-Alaska operations 
Intra-Alaskan operations 
Hawaiian operations_. 
Transatlantic operations. - 
Transpacific operations 
Latir American operations 


Total. 4 
SERVICE PAY 


Domestic trunks... 

Local service 

Helicopters 

States-Alaska operations 
Intra-Alaskan operations 
Hawaiian operations 
Transatlantic operations 
Transpacific operations 
Latin-American operations 


Total. 
SURSIDY 


Domestic trunks 

Local service _- 

Helicopters. -. -- 
States-Alaska operations 
Intra-Alaskan operations 
Hawaiian operations_- 
Transatlantic operations 
Transpacific operations _ - 
Latin-American operations... 


Total. 
TOTAL SERVICE PAY AND SURSIDY 


Domestic trunks 

Local service 

Helicopters - ‘ 
States-Alaska operations 
Intra-Alaskan operations - 
Hawaiian operations 
rransatlantic operations 
Transpacific operations. _ - 
Latin-American operations - 


Total. 


{In thousands} 


1955. budget 
estimates 


1955 


77, 659 
. 146 
137 
ore, 


, 123 

5Y 
. 318 
, 879 
», 174 


770 


370 
, 425 
353 
5y9 

, 681 
48 

, 621 
604 


3, 759 


58, 460 


Current estimates 


1955 


Difference 


—$1, 739 


~140 
-18 
+112 
—81 


+1, 228 
+1, 021 
-328 


+-232 
+739 
+245 
+92 

+ 263 
+116 
—, 688 
— 230 
—372 


—7, 603 


—$5, OBZ 
-142 
—22 
+75 
+26 


+328 
+6, 000 
— 686 


+497 


+1, 342 
+1, 104 
+122 
+351 
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APPENDIX V 


Subsidy payments to air carriers, by carrier group, showing subsidy accruing during 


the fiscal year and unpoid at the end of the fiscal year, for fiscal years 1954 and 
1956 


Estimated subsidy ac- 
cruing for air-carrier 
operations during fis- | 
cal year 


Estimated aceruedsub-| Payments (expendi- 
sidy unpaid end of tures) during fiscal 
fiscal year year 

re : . Actual Estimate 
954 1 é 1 ¢ ’ 
1954 | 1955 19541 | = 1955 10841" 1955 





908,000 | $935,401 | $418, 401 | $2,346,371 | $5, 425, 000 
i 


Domestic trunklines _- | $3, 281,772 | $4, 
Local service carriers___- , 806,897 | 25, 035, 000 2, 318, 340 2, 134, 340 | 16, 488, 557 25, 219. 000 
Helicopters __- . 961, O78 2, 685, 000 841, 702 228, 702 1, 119, 376 3, 298, 000 
States-Alaska oper: ations 2, 491, 053 3, 606, 000 | 345, 301 307, ¢ 2, 145, 752 | 3, 644, 000 
Intra-Alaskan operations. _- . 020.939 | 4,650, 000 594, 063 | 397, 06: 3,426,876 | 4,847, 000 
Hawaiian operations 902, 000 719, 000 316, 181 | 61, 475 | 585, 819 973, 706 
Trans-Atlantic operations 2, 739, 306 | 2 567,000 | 1, 573, 161 218,839 | 4,312, 467 | 775, 000 
Trans-Pacific operations : , 426, 420 5, 457, 000 633, 039 465,039 | 7,798,381 | 5.625, 000 
Latin American operations__- 2,551,457 | 16,524, 000 2, 242, 512 A 409, 512 | 10, 308, 945 17, 357, 000 


Total ; 55, 180, 922 | 66, 151, 000 6, 653, 378 5, 640, 672 “48, ‘527, 5A 67, 163, 706 


! The amounts shown for 1954 cover the period from the effective date of Reorganization Plan No. 10, 
October 1, 1953 through June 30, 1954 


Mr. Preston. We shall now be glad to have the Chairman of the 
Civil Aeronautics Board, Mr. Gurney, to speak to this item. 


GENERAL STATEMENT 


Mr. Gurney. Thank you, Mr. Chairman, and gentlemen of the 
committee. 

This request, coming from the Civil Aeronautics Board, was 
initiated, of course, last year, when our Board and the Bureau of the 
Budget asked for a total of $73.3 million, as I remember, to run us for 
the balance of fiscal year 1955. 

With this request today of $15.2 million, added to the $40 million 
which was appropriated by this committee last year, we have a total 
request for the fiscal year, finally, of $55,200,000, being a reduction 
from our request of a year ago of $73.3 million. 

In other words, a reduction of $18.1 million, if my arithmetic is 
correct. 

Mr. Rooney. May I make an inquiry at this point? 

Mr. Gurney. It was $73 million. 

Mr. Rooney. Does that carry forward $11 million, or almost $12 
million from the preceding fiscal year? 

Mr. Gurney. I was coming to that, Mr. Rooney. That is right. 
I was coming to that, and I was going to explain how it happened. 

Mr. Tuomas. I get the figure of $67,160,000, and not $55 million, 
by adding your own figures. 

Mr. Gurney. That is right. The reduction of approximately $18 
million is occasioned by three factors: One, being that at the time 
we appeared before your committee, and before C ongress last year, 
we had not yet settled the transatlantic mail-rate case, and we could 
not at that time anticipate what the decision would be on that most 
important rate case. It was finally issued on December 20, 1954, 
and showed a great reduction compared with what the carriers 
claimed in the proceeding. 
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Next, there was a big increase in volume of military mail which 
affected subsidy since all service mail payments go toward reducing 
the subsidy. 

These two conclusions of the Board, or with the Board taking 
notice of these two factors, resulted in a lowering of all of the trans- 
atlantic and other mail rates, and consequently increased the carryover. 

There was a back period of mail pay coming to international 
carriers, which increased the carryover from 1953, and prior years, 
and that is why we had this increase. 

That is just a little discussion to kind of start us off on the right 
track, before I tell you the story here. 

If | may proceed, now, with my prepared statement, I think we will 
have it in order. 

Mr. Preston. How long is your statement, Mr. Chairman? 

Mr. Gurney. Not too long—maybe 10 minutes or 12 minutes. 

Mr. Rooney. Mr. Chairman, I think he ought to have the 10 or 12 
minutes. If he can explain this in 10 or 12 minutes he is pretty good. 

Mr. Preston. All right, Mr. Gurney; you may proceed. 

Mr. Gurney. About a year ago, as a result of Reorganization Plan 
No. 10 of 1953, there was presented to Congress for the first time, cov- 
ering the fiscal year 1955, an appropriation estimate specifically for 
subsidy payments to those air carriers whose need for such support 
had been determined by the Board under authority of section 406 of 
the Civil Aeronautics Act of 1938, as amended. 

That estimate (on an expenditure basis) was in the amount of $73 
million. However, as you know, the Congress determined to appro- 
priate initially only $40 million of the aforesaid amount. According 
to our understanding, that action was predicated primarily on the 
fact that the estimate of $73 million had been constructed prior to the 
issuance on February 1, 1954, of the Supreme Court decision in the 
Chicago & Southern case, wherein it was held that the need of a carrier 
operating more than one division should be determined from the stand- 
point of its system as a whole. 

The revised estimate of appropriation required for 1955 is $55,- 
200,000, which, together with the unexpended balance carried forward 
from the prior year of $11,963,706, will enable the Board to make sub- 
sidy payments to the air carriers within a reasonable time after re- 
ceipt of their claims. It is estimated that, during the fiscal year 1955, 
claims for subsidy compensation will be received from the air carriers 
in the total amount of approximately $68 million and that payments 
to be made to such air carriers will total $67,163,706. 

Since appropriations for “Payments to air carriers’ are of the 
expenditure type, any change in the amount of subsidy accruing to the 
air carriers during either of the fiscal years 1954 and 1955 will affect 
the amount of appropriation required for 1955. As presented to the 
Congress a year ago, the estimates of total subsidy accruing to the 
air carriers in 1954 was $60,491,250, covering the period October 1, 
1953, through June 30, 1954, and for the fiscal vear 1955 was 
$80,252,000, or a total for the 21-month period of $140,743,250. The 
current estimates for this same 21-month period total $121,331,922, of 
which $55,180,922 is for operations during 1954, and $66,151,000 is 
for operations during 1955. Therefore, the total estimated subsidy 
accruing for the 21-month period is currently estimated at $19,411,328 





less than the estimates of a year ago. I can give you a breakdown of 
how that $19,411,328 is set up, if you would care to have it. 

Of equal significance and interest to the current estimates of subsidy 
are those of mail volume and of service pay and subsidy combined, 
which of course aggregates the total bill for compensation to air 
carriers under section 406. The current estimate of mail ton-miles 
(by which volume is customarily measured) for 1955 is 129,032,000, 
or an increase of almost 20 percent compared with 1954. The current 
estimate of total service pay and subsidy combined for 1954 is 
$129,176,329, and for 1955 is $125,108,000. Accordingly, although 
the increase in mail ton-miles is 20,837,000 (1955 compared with 1954), 
a decrease in total revenue to the carriers of $4,068,329 is forecast. 
This reflects itself in the average ton-mile yield for service pay and 
subsidy combined for all carriers, both domestic and international, 
which would decline from $1.19 in 1954 to $0.97 in 1955. 

The current estimates with respect to mail ton-miles, service pay 
and subsidy, reflect the anticipated result of the following major 
developments, each of which I will discuss in more detail a little further 
along: 

(a) The Board’s decision in the trans-Atlantic mail-rate case, very 
dummies reducing the subsidy to Pan American and which is 
estimated to remove TWA from subsidy entirely; 

(6) The movement of approximately 30 million ton-miles per year 
of so-called military mail across the Atlantic and Pacific by the 
commercial carriers; 

(c) Reduced service rates applicable to all mail, civil and military, 
transported by the trans-Atlantic and trans-Pacific carriers; 

(d) Reduction in service rates for the domestic trunkline carriers 
proposed under the Board’s show-cause order of September 1954. 

The foregoing developments account in major part for the substan- 
tial reduction in the subsidy estimates ar comparative reductions in 
service pay (i. e., greatly increased volume of mail with relatively 
little increase in service pay). While the ultimate effect of these 
developments has been taken into account as fully as possible, there 
is still some uncertainty regarding the course of future events. The 
final service rates for the transatlantic and transpacific carriers are 
not yet settled and the volume of mail moving across those oceans 
can, at best, only be estimated. Both Pan American and TWA have 
already filed petitions for reconsideration of the Board’s decision in 
the Transatlantic Mail Rate case, and Pan American has appealed to 
the courts. The establishment of new final service rates for the 
domestic trunkline carriers involves an extremely complex proceeding 
with no certainty as to the outcome at this time. 

The various estimates referred to above are summarized in the 
appendixes attached to our supplemental request. 


SUPREME COURT OFFSET DECISION 


Before I proceed further, I would like to explain the current situa- 
tion with regard to the Supreme Court decision in the Chicago and 
Southern case. Under the principle established by the Supreme 
Court decision in that case, the Board in fixing a mail rate for a partic- 
ular carrier operating two or more divisions is required to offset 
against the “need” of the one division, any ‘“‘excess’’ earnings—if 





found to exist—of the other division or divisions. I have here a 
paper explaining, in some detail, the situation with regard to the 
Supreme Court decision and which I offer for insertion into the record, 
if you so desire. 

Mr. Preston. Without objection it will be inserted in the record 
at this point. 

(The material referred to is as follows:) 


Civin AERONAUTICS BOARD—SUPREME Court OFFSET DECISION 


Under the principle established by the Supreme Court decision in the Chicago 
and Southern case, the Board, in fixing a mail rate for a particular carrier operating 
two or more divisions, is required to offset against the ‘‘need’’ of the one division 
any ‘‘excess’”’ earnings—if found to exist—of the other division or divisions. 

There are 11 carriers operating 2 or more divisions and whose rates, therefore, 
would be subject to application of the aforesaid principle. As to three of these 
carriers, however, American, Eastern, and National, the Board had been following 
for some time prior to the decision, the practice of establishing a single system rate. 
In addition, the Board has established United’s mail rates on a system basis since 
August 1952 although separate rate divisions for United’s domestic and overseas 
operations were established prior to that date. Accordingly, the decision could 
have potential implications only for the remaining seven carriers (in addition to 
United for the period prior to August 1952) which are: 


Alaska Airlines Northwest 
Braniff Pan American 
Colonial TWA 

Delta 


Although the decision established the principle, it did not provide answers to 
the complex questions which arise in the application of that principle to the facts 
in each specific case. The major questions are: 

(a) In determining the amount of excess earnings of the closed division (or divi- 
sions), should the Board consider the past period as a whole, thereby offsetting 
years in which excess earnings were realized against years in which earnings 
deficiencies were sustained, or should the Board consider only those periods in 
which excess earnings were realized? If during the past period as a whole the 
other division sustained earnings deficiencies should such deficiencies be made up 
with additional mail pay? 

(6) Should the Board consider earnings deficiencies sustained by the closed 
division during a period which had been reviewed and for which a rate had been 
established on a retroactive basis in an independent rate proceeding? 

(c) In determining the amount of excess earnings should the Board review the 
operations of the closed division, applying the customary ratemaking adjustments, 
or should the determination be based upon actual results alone, i. e., reported 
data ajusted only to reflect sound accounting principles? 

(d) Should the rate of return applied to measure excess earnings be that custo- 
marily allowed in establishing mail rates generally, or do special considerations 
warrant departing from the customary rates of return? 

The first formal proceeding to involve application of the principle was the 
Transatlantic Mail Rate case, which involved past period rates as for back as 
1946 and final future rates for both Pan American and TWA. However, the 
hearing in the case had been closed prior to the handing down of the Supreme 
Court decision. By order of September 29, 1954, the Board required reopening 
of the record and further hearing, for accumulation of necessary data and, in 
the accompanying opinion, set forth the bases upon which it intended to apply 
the decision, as follows: 

a) In determining whether or not closed divisions have produced excess 
earnings, earnings deficiencies in any year of the past period should be netted 
against excess earnings realized in other years or the review period. Any resulting 
excess earnings remaining would then be applied against the need of the open 
division. 

(b) The operating results (i. e., deficiencies) of closed divisions for periods 
covered by a subsidy rate established on a past period basis should be excluded 
from consideration in determining the amount of any offset. 

(c) In determining the amount of excess earnings, the Board will apply to the 
operating results the statutory standards of honest, economical, and efficient 
management. 
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Since the stipulations upon which the offset issue was argued to the Board were 
entered into on the theory that reported results should be adjusted for accounting 
purposes only, the Board found it necessary to set the case down for further 
hearing in order to develop the facts with respect to reasonable earnings attainable 
under honest, economical, and efficient management. 

The Board also left open the question of the proper rate of return for offset 
purposes pending the receipt of additional evidence on this point in the reopened 
proceeding. In addition, pending development of the record in the offset hearing 
the Board did not pass upon the question of the proper treatment to be given for 
mail-rate purposes to the effect of tax amortization certificates held under section 
168 of the Internal Revenue Code for new aircraft and equipment. 

Petitions for reconsideration were filed by both carriers and the Board will 
shortly act upon such petitions. A prehearing conference in the reopened 
proceeding has been concluded, with the hearing scheduled to be held in the very 
near future. 

To the extent that the decision may have impact on the subsidy requirements 
of the seven carriers enumerated above, it appears that such impact may be most 
significant dollarwise solely for years prior to fiscal 1955 and 1956 and hence 
involve appropriations to the Post Office Department rather than those to the 
Board. The following is a summary of the situation, carrier by carrier, with 
respect to the fiscal years 1955 and 1956: 

1. Alaska Airlines.—The rates for this carrier’s States-Alaska and intra-Alaska 
services were recently reopened by the Board but it is apparent that both opera- 
tions will continue to require subsidy. As in the case of Braniff, in determining 
simultaneously the two rates for Alaska, the need of the carrier’s entire system 
will be taken into account. 

2. Braniff—Early in calendar 1954 both the domestic and international 
divisions of this carrier were placed on final subsidy rates, estimated to yield a 
total subsidy of $3,451,000 for calendar 1954. These rates were determined 
simultaneously, from the standpoint of the need of Braniff as a whole. 

The budget estimates for 1956 reflect an assumption that the domestic subsidy 
need of Braniff will decline by approximately $400,000 compared with 1955, as a 
result of reopening its rates which was done by orders issued in December 1954. 
in such reopened proceedings, the need of the Braniff system as a whole will 
again be reviewed. 

3. Colonial.—The rates for this carrier’s domestic operations and for its 
operations to Bermuda have been open since June 1954. No offset question will 
arise because as in the case of Braniff, the need of the carrier’s system as a whole 
will be reviewed in the current proceeding. 

4. Delta—Delta’s domestic operation currently requires no subsidy, although 
its service rate is open pending conclusion of the domestic trunkline service mail- 
rate case. The subsidy for its international division—which is also currently on 
an open rate status—for fiscal 1955 and 1956 is $707,000 and $705,000, respectively. 

However, the carrier’s current operating position is not such at this time as to 
indicate that earnings will be available from the domestic division to offset any 
of the estimated subsidy need for its international division. 

5. Northwest.—Based upon the current 45-cent temporary service mail rate, 
this carrier has been earning less than an 8 percent return on its investment as 
regards its domestic services. Under the show-cause order released by the Board 
in September 1954 (proposing new service rates for all domestie trunks) the service 
rate would decline below 40 cents per mail ton-mile. Accordingly, there is no 
current indication that domestic earnings will be ‘excess’ to offset against the 
subsidy required for the carrier’s international services. 

6. Pan American.—Two of the carrier’s four divisions have been operating 
under final rates for several years—the Alaska and Latin American divisions, 
although the latter has recently been reopened by the Board effective December 
31, 1954. Based on data available through September 1954, ‘‘excess’’ earnings 
are not indicated for either of these divisions. The Atlantic division rate was 
recently finalized, except as regards the offset issue. It is anticipated that the 
Pacific division rate will be closed in 1955 with no subsidy for the fiscal year 1956 
and none is provided in the budget estimates for that division for that vear. 

The whole question of offset for Pan American for future and past periods is 
at issue in the reopened offset hearing in the Transatlantic Mail Rate case. 
Subject to further developments in that case, and without in any manner attempt- 
ing to prejudge its outcome, current data do not indicate the availability of an 
offset for fiscal vears 1955 and 1956. 

7. TWA.—Current estimates indicate that TW A’s two divisions will be subsidy- 
free in both fiscal 1955 and 1956. This is predicated upon the final opinion rate 
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recently issued by the Board in the Transatlantic case. Under these circumstances 
there would be nothing to offset. However, the final rate is subject to recon- 
sideration pursuant to the Board’s rules of practice and its effect from the stand- 
point of whether the carrier is, in fact, off subsidy, will also depend in part on the 
final service rate established for the transatlantic operations. If, as the result 
of further proceedings, subsidy for TWA does become involved, it is estimated 
that the earnings of the domestic division would be sufficient to offset same. 
In short, current budget estimates include no subsidy for TWA in either fiscal 
1955 or 1956. 

Although the Court’s decision would apply in principle to all of the seven 
carriers enumerated above, in actual practice it is extremely unlikely that the 
decision can have any impact on Alaska Airlines, Braniff, or Colonial either now 
or at any time in the immediate vears ahead. Even though these 3 carriers have 
separate rates for 2 divisions, the Board has followed the practice for some time 
of establishing the rates for each division simultaneously. In situations where 
both divisions require subsidy and where the rates for both divisions are estab- 
lished at the same time, there can be no problem of offset of excess earnings from 
one division to another, since the Board reflects the need of the carrier as a whole 
in the simultaneous establishment of the two separate divisional subsidy rates. 

From all of the foregoing, it seems clear that the current budget estimates take 
into account the only situation (TWA) where the offset principle could, on the 
basis of present information, affect the fiseal years 1955 and 1956. As regards 
periods prior to those fiscal years, cases involving the following carriers are open 
with respect to the offset issue: 

Braniff Pan American 
Delta (and C. & S. prior to TWA 
merger with Delta) United 

In these cases, the amounts in issue ace substantial, and the questions of proper 
application of the Supreme Court decision will be sharpiy contested and in all 
likelihood will not be resolved finally without further appeal to the courts. 
Secause of the many controversial issues presented, the amounts which may be 
involved for these carriers for fiscal years prior to 1955 cannot be estimated with 
any degree of accuracy. In other words, until the issues are litigated through 
what apparently will involve further court action, no basis exists for arriving at 
figures which would serve even for planning purposes. The possibilities range 
from refunds to the Government to additional amounts due the carriers from the 
Government. As indicated previously, the reopened proceeding with respect to 
PAA and TWA is scheduled for hearing very shortly. Processing of the other 
three cases is going forward. Because of the probability of further court review, 
it is clear that all questions material to determination of the amounts of offset 
cannot be settled for some time. Whatever the final outcome, the amounts at 
stake would involve almost in their entirety periods prior to October 1, 1953, and 
hence would affect the appropriations to the Post Office Department. 


Mr. Gurney. However, briefly the situation is this: 

There are 11 carriers currently operating 2 or more divisions and 
whose rates, therefore, would be subject to application of the aforesaid 
principle. As to 3 of these carriers—American, Eastern, and National— 
the Board had been following for some time prior to the decision the 
practice of establishing a single system rate; for 1 carrier—United—the 
Board has established mail rates on a system basis since August 1952, 
although separate rate divisions for United’s domestic and overseas 
operations were established prior to that date; for 2 carriers— 
Braniff and Colonial—the rates for their respective divisions were 
determined simultaneously from the standpoint of the carrier’s need 
as a whole; for 1 carrier—Alaska——both divisions require subsidy and 
the rates for the respective divisions, recently reopened by the Board, 
will be determined simultaneously with the need of the carrier’s 
entire system taken into account; for TWA, the current estimates 
indicate that each of the carrier’s 2 divisions will be subsidy free in 
both 1954 and 1955; and for the remaining 3 carriers—Delta, North- 
west, and Pan American—the operating position of each of these 
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carriers is not such, at this time, as to indicate that earnings will be 
available from one division to offset any of the estimated subsidy for 
its other division or divisions. For these reasons, the current budget 
estimates do not contemplate any reduction in subsidy due to applica- 
tion of the offset principle. 

However, I do want to call your attention to the fact that there 
are other important decisions to be made in litigation now in progress 
that may give us some additional savings. 


TRANSATLANTIC MAIL RATE CASE 


Next, I would like to comment briefly on the developments in the 
transatlantic mail rate case. On December 20, 1954, the Board 
issued its decision disposing of all issues in the transatlantic final mail 
rate case other than the offset issue. In this very important decision, 
the Board ruled on a number of complex problems, many of them for 
the first time in a litigated proceeding. At the request of the two 
carriers concerned, TWA and Pan American, the period for filing 
petitions for reconsideration in this case was extended until February 
15, 1955, on which date petitions were filed by both carriers 

It is seers igg 4 estimated that for the past period through 
December 31, 1953, the difference between the amounts claimed by 
the carriers in the transatlantic mail rate proceeding and the compensa- 
tion fixed by the Board exceeded $50 million. For the future period 
(beginning January 1, 1954) the estimates here presented show, com- 
pared with previous estimates, a substantial reduction for PAA 
Atlantic division in total compensation as well as subsidy. For 
TWA there is no subsidy projected for 1954 or 1955 compared with 
the previous estimate of more than $4 million for 1955. I would like 
to offer at this point a statement explaining this case in greater detail, 
which you may wish to place in the record. 

Mr. Preston. Without objection it may be inserted in the record 
at this point. 

(The material referred to is as follows:) 


Civit AERONAUTICS BoARD—TRANSATLANTIC Matt Rate CaAsE 


On December 20, 1954, the Board issued its decision disposing of all issues in 
the transatlantic final mail rate case other than the offset issue noted above. 
In this very important decision, the Board ruled upon a number of complex 
problems, many of them for the first time in a litigated proceeding. At the 
request of the two carriers concerned, TWA and Pan American, the period for 
filing petitions for reconsideration in this case was extended until February 15, 
1955, on which date petitions were filed by both carriers. Among the more 
significant holdings of the Board were the following: 

(a) Rate of reiurn.—Citing among other factors the improved stability and 
maturity of international air transportation, the Board reduced the rate of return 
for the future period beginning January 1, 1954, from 10 percent, as previously 
allowed for such operations, to 9 percent. 

(b) Uniformity of rates.—The Board established the principle that for com- 
parable segments in the Atlantic area, the rates for PAA and TWA should be 
determined on a uniform basis. For the future period, PAA’s rate was based 
upon that of TWA, the low-cost carrier, with additional allowances for certain of 
PAA’s low density routes. For the past period, after making disallowances of 
specific expenses of PAA found to be excessive, and after making provision for 
operational differences between the two carriers, the Board based PAA’s subsidy 
on the lower unit break-even need recognized for TWA. 

(c) Strike cosis—-The Board determined that losses resulting from strikes 
should not be underwritten with mail pay and, accordingly, refused to under- 
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write the costs to the carriers of two pilots’ strikes and a navigators’ strike incurred 
during the past period. 

(d) Selling expenses.—The Board placed a ceiling on allowable selling expenses 
of 19.5 percent of commercial revenues for the future period and a similar ceiling 
for PAA and AOA for the past period. Because of special circumstances, TWA 
was allowed up to 21 percent for the past period only. 

(e) Interdivisional reallocation of expenses and revenues.—The Board established 
the principle that a carrier operating 2 divisions may not retroactively reallocate 
expenses and revenues common to both divisions so as to increase the mail pay 
claim of 1 division. 

(f) Income from investments in subsidiaries.—The Board held that ineome from 
PAA’s investments in associated and affiliated companies is “other revenue’’ 
within the meaning of section 406 (b), and is therefore available to reduce sub- 
sidy requirements. Accordingly, the Board included in PAA’s revenues the 
amount of $2,153,000, representing dividends, interest, and capital gains on those 
securities which were profitable during 1946-53. The original cost of these 
revenue-producing securities was included in the investment base on which a 
return of 7 percent is provided. Those investments which did not produce a 
7-percent return were excluded from the investment base; and, therefore, the 
earnings deficiencies of such investments were not recognized by the Board 
either as an offset to “other revenues’ or otherwise. The net reduction in Pan 
American’s mail pay occasioned by this ruling is $1,394,000. 

(g) Effective date of future rate.—As noted above, the rate of return on invest- 
ment for the future period was fixed by the Board at 9 rather than 10 percent. 
For the past period, and consistent with its previous policy, the Board fixed 7 
percent as the rate of return. While the carriers sought to have the future period 
begin January 1, 1953, the Board’s decision established January 1, 1954, as the 
effective date of the future rates. With a 7-percent return for the past period 
and a 9-percent return for the future period, the decision on this point involved 
a savings of $1,790,000 for the vear 1953. 

It is conservatively estimated that for the past period through December 31, 
1953, the differences between the amounts claimed by the carriers in the trans- 
atlantic mail rate proceeding and the compensation fixed by the Board exceed 
$50 million. For the future period (beginning January 1, 1954) the estimates 
herewith presented show, compared with previous estimates, a substantial reduc- 
tion for PAA’s Atlantic division in total compensation as well as subsidy. For 
TWA there is no subsidy projected for 1955 or 1956 compared with the previous 
estimate of more than $4 million for 1955. 

Mr. Gurney. With regard to military mail, the Post Office Depart- 
ment, late in October 1954, forwarded revised mail volume figures for 
fiscal 1955 and 1956 which indicated a very substantial increase in the 
volume of mail to be carried in those years by United States-flag 
carriers in the Atlantic and Pacific areas. The increase stems prin- 
cipally from the plan to shift from MATS to the commercial carriers 
all, or virtually all, of the so-called military mail. In total, on an 
annual basis, an increase of approximately 30 million mail ton-miles 
isinvolved. At the current rate of 50 cents per ton-mile that would be 
$15 million. Part of the shift took place during the fiscal year 1954 
with the plan, formally announced by the Department of Defense on 
December 28, 1954, expected to be in full effect during the second half 
of fiscal 1955. 

The current budget estimates with respect to volume of mail and 
the service rates for the carriers involved (PAA and TWA across the 
Atlantic; PAA and Northwest across the Pacific) reflect this plan. It 
is primarily the interplay of two factors; the Board’s decision in the 
Transatlantic mail rate case; and the increased volume of military 
mail to be tendered the commercial carriers (although at substantially 
lower service rates as proposed by the Board), which so significantly 
reduce the estimate of subsidy for the international carriers as a group 
(from $32,539,000 in 1954 to $24,548,000 in 1955). 
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The developments with regard to the volume of military mail di- 
rectly affect the level of the service mail rates payable to those carriers 
transporting such mail in the Atlantic and Pacific areas. The current 
service mail rate for each of these carriers (Pan American, Northwest, 
and Trans-World) is open retroactive to April 1954. The estimated in- 
crease in volume of military mail is expected to reduce the unit costs 
per revenue ton-mile of these carriers, and this is expected . turn to 
make for a lower service mail rate. Therefore, in December 1954, the 
Board issued an order decreasing the service mail rates hele 
for the United States-flag carriers in the Atlantic and Paeific areas on a 
temporary basis pe nding determination of appropriate final service 
mail rates. Effective April 8, 1954, the service rate-for the Atlantic 
area was reduced from 85 cents per mail ton-mile to 56.40 cents and 
on January 1, 1955, was further reduced to 55 cents. For the Pacific 
area, the rate of 67 cents per mail ton-mile was reduced to 56.35 cents 
on April 8, 1954, and on January 1, 1955, was further reduced to 50 

cents. Such decreased rates do not, however, necessarily coincide 
with the amounts contended for by the various interested parties, but 
represent merely an overall approximation of the levels at which such 
rates may be stabilized. 

Based upon the current estimate of the volume of mail in the 
Atlantic and Pacific areas for fiscal years 1954 and 1955 and the esti- 
mated reduced service rates, the service mail pay will be $15,666,000 
and $20,192,000, respectively. It should be borne in mind, however, 
that the reduction in subsidy reflected in the current budget estimates, 
depend in the final analysis largely upon the amount of military mail 
which is actually transported and upon final determination by the 
Board of the appropriate service mail rate levels. If the anticipated 
volume of military mail does not eventuate, or if the final service mail 
rates are lower than the temporary rates used in the estimates, there 
would be a corresponding increase in the subsidy. 


SERVICE MAIL RATES 


Effective April 1, 1954, the Board reopened the service mail rates 
payable by the Postmaster General for all 13 domestic trunkline 
carriers in order to determine (1) whether and to what extent the 
existing rates might be excessive and, accordingly, might be reduced, 
and (2) to devise a new form of service mail rate structure which would 
provide like payment for like service for all air carriers serving the 
same pair of communities. Following intensive work during the early 
part of fiscal 1955, the Board issued on September 30, 1954, an order 
proposing to establish new service mail rates which would reduce the 
aggregate service mail pay for the 13 carriers on an annual basis by 
approximately $3,300,000. Such rates were embodied in a so-called 
multielement structure (consisting of a line-haul charge and a terminal 
charge) which would produce identical payments for all carriers 
serving a given pair of communities. On September 30 we issued that 
order. It is retroactive to April of last year and if we go to a hearing 
the hearing will start on March 14, 1955. Although the Board had 
hoped to finalize this order promptly, objections were filed by certain 
carriers as well as the Post Office Department, and, accordingly, the 
Board was required to set the case for formal hearing. The prehearing 
conference was held in November 1954. Expedited dates for the 
further proceeding required by statute have been established. 





This case, if it should follow all the formal steps, will be one of the 
most complex to face the Board, outside of the Transatlantic mail rate 
case, involving not only the question of the proper rate level for the 
entire domestic trunkline industry, but also the question of adoption 
of a new form of rate structure. Nevertheless, the current budget 
estimate assumes a reduction in service mail pay to the carriers 
derived by application of the proposed rates set forth in the September 
order. 

PROGRESS IN REDUCTION IN SUBSIDY 


It is significant to note that dependence on mail pay is declining 
and that considerable progress is indicated in reducing the subsidy 
need of the carriers. The percentage of mail pay in relation to the 
air carrier’s total revenue has declined substantially over the years 
and is an indication of the extent to which the industry as a whole 
has progressed toward self-sufficiency. To illustrate this point, 
during the fiscal year 1940, mail pay (including subsidy) comprised 
31.5 percent of the carriers’ total revenue; in 1951 it was 12.7 percent; 
and in 1954 it had declined to only 9.5 percent, one of the carriers being 
down lower than that, to 4 or 5 percent. At the same time, the 
proportion of subsidy to the total of mail payments to all air carriers 
also indicates a healthy trend. In the fiscal year 1951, subsidy com- 
prised 63 percent of the mail pay; in 1954 it dec ‘saa to 57 percent; 
and is estimated to decrease to 53 percent in 1955. Most significant 
of all, is the average level of total mail pay return to the carriers 
under rates fixed by the Board. This likewise has declined sub- 
stantially as shown by the following figures which reflect the average 
ton-mile yield for subsidy and service mail pay combined for all 
carriers, both domestic and international: For the fiscal year 1951, 
the ton-mile yield was $1.55; in 1954, it was $1.19 and in 1955 it is 
expected to decline to $0.97 per ton-mile. 

Previous estimates had forecast that subsidy for 1954 would be 
considerably higher than in 1953 with only a small reduction in 1955. 
Although current estimates still indicate that 1954 will be somewhat 
higher than 1953, it appears that 1951 will be the peak year at 
$75 ,783,000, with subsidy for 1954 estimated at $73,051,329; and for 
1955 at $66,151,000, a very substantial reduction compared with the 
previous estimate of $80,252,000 for 1955. Contributing in important 
measure to the reduction in the level of subsidy is the increased volume 
of mail, up from 77,422,000 mail ton-miles in 1951 to 129,032,000 
ton-miles projected for 1955. The highlight of the overall picture, 
however, would appear to be that while mail volume is estimated to 
increase by 67 percent in 1955 compared with 1951, total mail pay to 
all carriers, including subsidy, is estimated to increase, comparing 
the same years, by only 4 percent. Thus, although the value of the 
service in terms of speed, frequency, and regularity has greatly 
increased, the unit cost will have gone steadily down. 


DEVELOPMENT OF TRANSPORTATION SYSTEM 


Viewed from any standpoint, there can be no question that the air 
transportation system as provided by United States carriers is the 
finest in the world with equipment, personnel, and supporting facilities 
second to none. 
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Although measurable only in part by statistics, some conception 
of the extent and rapidity of the development of United States trans- 
portation can be gained from the following: 

(a) In 1938 the certificated air carriers were flying 497 million 
revenue passenger miles annually. In the year ended June 30, 1954, 
the certificated carriers flew 19 billion passenger miles; 

(6) In 1938 there were 182 communities in the continental United 
States receiving air service, today there are 565; 

(c) In 1938, the carriers operated 326 aircraft of which only 14 
were 4-engine; by June, 1954 this fleet had increased to 1,402, of which 
approximately 44 percent were high speed, long-range 4-engine air- 
craft. 

One more item I would like to stress particularly, that we are very 
proud of and compliment of airlines on, is this: 

In the aggregate, these and other comparative significant factors 
reflect that in 1954 a new peak in the total volume of air transport 
operations had been attained by United States carriers combined with 
an all-time safety record. The safety record for United States 
scheduled domestic and foreign overseas air carriers for 1954 indicates 
a record low fatality rate of 0.08 fatalities per 100 million passenger- 
miles flown. It seems clear that the results achieved in the past 
decade and a half amply demonstrate the wisdom of the Congress in 
establishing as a goal the development, to quote the act, “of an air 
transportation system properly adapted to the present and future 
needs of the foreign and domestic commerce of the United States, the 
postal service, and of the national defense’; and further, its wisdom 
in providing, as a supplement to American pioneering enterprise, a 
means for the attainment of that goal. 

That completes my statement. Thank you very much. 

Mr. Preston. Mr. Cannon, do you have any questions you would 
like to ask the chairman of the Civil Aeronautics Board. 

Mr. Cannon. No questions. 

Mr. Preston. Mr. Taber? 

Mr. Taser. No. 

Mr. Preston. I have been very much interested in some of thie: 
comments in your statement, Mr. Gurney. I think we see some 
indication of accomplishments that we have not seen in the past. 


SUPREME COURT OFFSET DECISION 


I am interested in this exhibit that you gave us, the statement 
concerning the Supreme Court offset decision. You state in here that 
three of the carriers, American, Eastern, and National, had already 
been put on a single system rate. 

Mr. Gurney. That is right. 

Mr. Presron. Prior to the Supreme Court decision? 

Mr. Gurney. Yes. 

Mr. Preston. Why were not the other carriers put on the same 
system rate just as you put those three carriers? 

Mr. Gurney. I will have the staff answer that completely, but 
National only goes to Havana; American just goes to Mexico City, 
which is almost an extension of the domestic run; Eastern was able- 
to absorb any extra cost but they found they made a profit running: 
to Puerto Rico. That was the reason for them to take the same rate- 
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for their international segments as they took for the domestic segment. 
Those 3 carriers were off subsidy and we did not have to pay them 
any subsidies for those 3 segments. Is that right, Mr. Roth? 

Mr. Roru. Not in recent years, certainly not since Reorganization 
Plan No. 10 went into effect. I think there were other factors: The 
fact that those carriers had only one or two foreign points, and the 
further fact that the size of the international operation in both ab- 
solute amount and in proportion to the entire size of the operation of 
the carriers was relatively small and therefore the Board felt there was 
cood reason to treat the entire operation of carriers such as National, 
Eastern, and American on a system basis. Where the international 
operations assumed larger proportions, the Board felt it justified a 
separate rate for the international operation. 

Mr. Gurney. There is another carrier that has a short overseas 
run, and that is United, which runs to Hawaii. They are on the same 
rate to Hawaii and domestically. There may be some particular 
factor in connection with that which Mr. Roth can give you. 

Mr. Preston. We will go into that later. You commented about 
the Supreme Court decision and its effect on savings in this year’s 
subsidy, but in your justifications you state on page 2 that it is not 
believed the Supreme Court decision will have any effect upon current 
estimates. 

Mr. Gurney. That is right, although I did want to call to your at- 
tention there are still some very important decisions to be made in 
litigation now in progress that may give us some additional saving, but 
not to any large amount. 

Mr. Preston. Did you not cite in your statement as one of the 
reasons for this reduction of approximately $18 million the effect of 
the Supreme Court decision? 

Mr. Gurney. Somewhat, but the offset issue is still in court. Both 
carriers asked for a reconsideration on the offset issue and the Board 
granted that, of course; it had to. Mr. Roth can enlarge on that. 

Mr. Rorn. You asked whether in explaining the $18 million of sav- 
ing was there included the effect of the Supreme Court decision, and 
Mr. Gurney said “somewhat’’. His statement, which he read did 
not include the Supreme Court decision as a factor accounting for the 
decrease. 

Mr. Preston. Is it not bound to have some effect on the amount of 
subsidy you pay, this offset case? 

Mr. Gurney It depends on how it comes out. 

Mr. Preston. It has already been decided. 

Mr. Gurney. The Supreme Court has made their decision; yes. 
The Board has to find out in the case now in progress just what the 
offset will be. Is that correct? 

Mr. Roru. Yes. For past periods, particularly prior to the calendar 

ear 1954, we think there may very well be extremely large amounts 
of money involved, particularly if the contentions advanced by the 
Board’s rate staff and the Post Office Department are sustained by 
the Civil Aeronautics Board and by the courts. 

Mr. Gurney. Any refunds will be going to the Post Office because 
they paid those amounts prior to 1954. 

Mr. Roru. Prior to October 1953 the carriers were paid by the 
Post Office Department and any refunds will be paid to the Post 
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Office Department. Subsequent to Reorganization Plan No. 10, you 
may recall that a year ago the Board testified that the one carrier 
the Board felt was more likely than any other carrier to be involved 
in this offset question was TWA. Currently, the reason Senator 
Gurney testifies we do not see any likelihood of TWA this year being 
affected by that decision is because we believe TWA will get no 
subsidy, and once they are off subsidy entirely there is no impact 
from that offset decision. But should they next year, for some reason 
we do not foresee, require a subsidy it might be we will have a saving 
as a result of the offset decision. 


SUBSIDY PAYMENTS ANTICIPATED IN 1956 


Mr. Preston. What is your 1956 estimate for subsidy purposes? 

Mr. Gurney. On international carriers the subsidy is zero, I 
believe. Is that correct, Mr. Roth? 

Here it is: Pan American, division transatlantic operations, in 
1956, $2,669,000; Transworld, none; Pan American will get in that 
same year, 1956, for service mail pay, $5,482,000 

Mr. Preston. We have found it; $63 million is the total figure. 

Mr. Gurney. The total estimate of subsidy payments for 1956 is 
$62 million. 

Mr. PRESTON. That is revised? 

Mr. Gurney. That is up to date, instead of the $63 million. 


EFFECT OF MILITARY MAIL ON SUBSIDY PAYMENTS 


Mr. Preston. How much do you estimate the military mail is 
going to save in subsidy payments? 

Mr. Gurney. During which year, please, or both years? 

Mr. Russevu. As near as we can compute, the increase in volume 
of military mail, as it is shifted over to the commercial carriers during 
the 24-month period, fiscal 1954 and 1955 combined, would amount 
to about $14.5 million. That is military mail alone, the increase in 
volume would increase service payments which in turn would decrease 
subsidy payments by $14.5 million. 

Mr. Gurney. We could offer for the record a complete breakdown 
of these figures at this point, which I think would be helpful. 

Mr. Preston. Yes. I think we should insert that in the record at 
this point. 

(The statement referred to is as follows:) 
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Summary of reductions reflected in current estimates of subsidy accruing to air 
carriers covering the 21-month period, Oct. 1, 1953, through June 30, 1956 


1. Original estimate (1955 budget estimates) of subsidy accruing 
to the air carriers for the 2l-month period ' _ $140, 743, 250 
2. Reductions reflected in the current estimates: 
(a) Military mail-_-__ $14, 500, 000 
(b) Increased mail volume for othe: ‘r reasons 2, 155, 000 


(c) Total due to increased mais 
volume__-_ . 16, 655, 000 

(d) Offsetting increase due to reduced serv- 
vice rates , 328, 000 
(e) Transatlantic mail rate case__ - ), 944, 000 

(f) Net increase due to other factors (final- 
ization of mail rates, ete.) __ , 967, 000 


(g) Total reduction _ _- , 704, 000 
(h) Less amount applicable to first quarter 
of the fiseal year 1954 2, 292, 672 


3. Current estimate of subsidy accruing to the air carriers for the 
21-month period - 


Mr. Preston. Mr. Thomas. 


SALE OF ALCOHOLIC BEVERAGES IN FLIGHT 


Mr. Tuomas. Mr. Chairman, I would like to ask you one question 
that is not before the committee at this point. This fall I flew from 
Washington to Texas, which I seldom do, and much to my surprise 
Eastern Air Lines, after we got out of the District of Columbia, 
started offering liquor for sale. Is that a common practice on all 
airlines in the United States, and if so, when did it become a common 
practice and by what authority? 

Mr. Gurney. It is not a common practice, although we have a 
record of it on coastal lines on the west coast. This is the first time 
it has come to my attention that Eastern was serving liquor. 

Mr. Tuomas. Does not the Board regulate that? 

Mr. Nunnetey. No, sir. 

Mr. Tuomas. Why not? 

Mr. NunNELEY. Because we do not have authority, we believe, 
except in terms of whether it constitutes an unlawful practice under 
the tariff provisions. 

Mr. THomas. Of course you have authority. They announced it 
was for the convenience and comfort of the passengers. That is not 
so. Itis for revenue purposes. What is the attitude of the Board on 
that? 

Mr. Gurney. The Board has had correspondence with the Pilots 
Association and quite a few others. We have put out letters to all 
carriers to advise us of any incidents, any possible effect on safety of 
the serving of liquor on airplanes, and we are having our investigators 
look into it and the CAA is instructed to report to us any trouble. 

Mr. Tuomas. What do you think will happen 30,000 feet above 
ground when liquor is served that is different from what would happen 
on the ground? Have you reduced the subsidy payments by reason 
of offset from revenue from the sale of liquor? 

Mr. Gurney. Mostly they give it away, I believe. 





Mr. Roru. Not on domestic lines. As far as I am aware, for the 
most part it is sold by carriers that are not on subsidy. 

Mr. Txomas. What about lines flying over States that do not 
permit the sale of liquor? 

Mr. Roru. It is my understanding they are not permitted to sell 
liquor when they are flying over a State that does not permit it. 

Mr. Tuomas. I did not notice any line of demarcation. In my 
State we claim jurisdiction from a lot higher than you can get an 
airplane today down to the middle of the earth. We do not let them 
sell it there. 

Mr. Gurney. The west coast airlines give away champagne with 
the dinner and things like that. 

Mr. Rorns. Western Air Lines. 

Mr. Tuomas. Is that a common practice? 

Mr. Gurney. Yes. They advertise it. 

Mr. Tuomas. How long has it been in effect? 

Mr. Gurney. About a year. 

Mr. Tuomas. And the Board has not looked into it? 

Mr. Gurney. We have not. 

Mr. Rorsu. There are tariff provisions giving the carriers the right 
to reject passengers who seem to be in an inebriated condition. 

Mr. Tuomas. But if they sell him liquor when he is 30,000 feet high 
and he becomes inebriated, what will they do then? Will the Board 
wait until there is an incident and then do something about it? Is 
that it? 

Mr. Gurney. That is about it, Mr. Thomas. 

Mr. Tuomas. Do you not think you had better close the door 
before you let the horse get out of the barn? Are you going to wait 
until a plane crashes or until you have to hit somebody over the head 
or have a fight and let women and children get hurt before you do some- 
thing about it? I think the Board is sound asleep and you had better 
do something before something happens. 

Mr. Gurney. I will call the matter to the attention of the Board. 

Mr. THomas. It is purely a revenue matter on the part of the air- 
lines. If they need any more money to operate on, I have never heard 
of any timidity on their part to ask for it. 

Mr. Gurney. I do not think there is a subsidy carrier selling 
liquor in this country. 

Mr. Tuomas. I can only tell you what I saw on Eastern. 

Mr. Gurney. Eastern is subsidy-free at the present time. 

Mr. Cannon. Was it sold or was it gratis? 

Mr Tuomas. I am telling you what I saw. I did not buy any nor 
was any given to me. 

Mr. Gurney. I would be glad to apprise the Board of your inquiry. 

Mr. Tuomas. It was not given away. As I recall it was 75 cents or 
$1 a throw. 

Mr. Preston. Any further questions? 

Mr. Rooney. It is amazing that the Chairman of the Board is not 
familiar with the situation. 

Mr. Gurney. With the liquor situation? 

Mr. Rooney. Yes. 

Mr. Gurney. I am. 

Mr. Rooney. I can recall as long ago as 4 years ago on a New York 
to Havana flight seeing liquor openly sold on a plane. 
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Mr. Gurney. I know about it. 

Mr. Rooney. But you have never given thought to the matters 
brought up by Congressman Thomas? 

Mr. Gurney. Yes, we have. 

Mr. Roonry. What is your conclusion? 

Mr. Gurney. We are to follow it up and see that safety is not 
jeopardized by reason of liquor being sold aboard the plane. The 
Board has instructed the staff to watch it and report to the Board, 
and we have instructed the carriers. I am quite sure letters have gone 
to all the carriers. 

AMOUNT OF SUBSIDY PAYMENTS 


Mr. Roonry. When you talk about saving money on subsidies, I 
want to be sure | understand these figures. Is it not a fact when you 
add together the $40 million you have in the regular bill to the 
requested amount of $15.2 million and the almost $12 million that 
you had as a carryover, that these subsidies, as matters now stand 
in the current fiscal year would amount to $67,163,706? 

Mr. Gurney. That is right. 

Mr. Rooney. This committee has had an investigation of CAB 
made by its investigative staff. Who the investigators were, I do 
not know, but I have in my hand a report signed by the director of 
surveys and investigations of the House Appropriations Committee, 
Mr. Harris H. Houston, under date of December 30, 1954, and on the 
opening page he refers to these figures: 

Between October 1, 1953 when the payment of subsidies was shifted to CAB, 
and June 30, 1954, $55,067,290.30 had been paid out in subsidies. 

Is that figure correct? 

Mr. Gurney. That is up to December 30, evidently. 

Mr. Rooney. Between October 1, 1953 and June 30, 1954, 
$55,067 290.30. 

Mr. Russetu. You say that is the amount that was paid out? 
Our records reflect that as of June 30, 1954, checks issued to the 
carriers totaled $48,527,544. 

Mr. Rooney. So that you dispute the figure of the investigators 
in this regard? Is that correct? 

Mr. Gurney. That is right. In other words, we had only paid 
out that much. 

Mr. Rooney. I just want to get this straight on the record. The 
investigators say that of this amount of $55,067,290.30, $21 million 
was paid in subsidies to Pan American and $9,629,517.53 was claimed 
by Pan American in service pay. Are those figures incorrect also? 

Mr. Russeuu. I would have to check them. I do not have with 
me the details on a carrier by carrier basis as of that date. 

Mr. Roonny. Would you please insert that in the record at this 
point, because I assume these are correct figures. I have had figures 
from CAB before and I am more inclined to take the figures of the 
investigators as the correct figures. 

(The information requested is as follows:) 

The Board’s accounting records show that during the period Ocotber 1, 1953, 
through June 30, 1954, the Board made subsidy payments to the air carriers in 
the total amount of $48,527,544.06. This amount is in agreement with the 
expenditures for ‘“‘Payments to air carriers’”’ reported by the Treasury Department 
in its combined statement of receipts, expenditures and balances of the United 
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States Government for the fiscal year ended June 30, 1954. Of this amount, 
$17,582,095.29 had been paid to Pan American World Airways, Inc. as of June 
30, 1954. 

With regard to the amount of $55,067,290.30 referred to in the committee 
investigator’s report, the Board’s accounting records show that amount .to be 
the total subsidy paid to the air carriers, as of October 31, 1954, for operations 
conducted by the carriers during the period October 1, 1953, through June 30, 
1954. Therefore, the $55,067,290.30 figure is composed of (1) $48,527,544.06, 
representing the actual amount of subsidy which the Board had paid to the 
carriers as of June 30, 1954; and (2) $6,539,746.24, representing payments made 
during the period July 1 through October 31, 1954, in further liquidation of claims 
submitted by the carriers covering their operations during the 9-month period 
prior to June 30, 1954. 

Examination reveals that of the $55,067,290.30, only $19,802,991.59 had been 
paid to Pan American World Airways, Inc. instead of $21: million. The $21 
million figure apparently includes payments of $1,608,738.93 made to Pan 
American-Grace Airways, Inc. 

The $9,629,517.53, given as the amount calimed by Pan American in service 
pay, consists of $9,381,505.14 claimed by the four divisions of Pan American 
World Airways, Inc. and $248,012.39 claimed by Pan American-Grace Airways, 
Inc. These amounts are payable by the Post Office Department for service 
performed for it, and no part thereof is included in either the figure of $55,067,290 
or $48,527,544 discussed above. These figures are reflected in the Board’s 
accounting records as of October 31, 1954, and represent the amounts shown in 
the carriers’ subsidy claims to the Board, adjusted pursuant to certifications of 
service mail pay received from the Post Office Department, for operations during 
the period October 1, 1953, through June 30, 1954. 


Mr. Gurney. We only paid out $48,527,544 in that period from 
October 1 to June 30. 


Mr. Rooney. If there is an error between the $55 million and the 
$48 million, please point it out. 


AUDITING OF SUBSIDY PAYMENTS 


The investigative report says further: 

The survey indicates the Civil Aeronautics Board does not have accurate facts 
or figures regarding Pan American operations. Most of the subsidies have never 
been properly audited and some not at all and there has not been insistence that 
the operations of the entire system be treated as an entity as required by a recent 
Supreme Court decision. If corrective action were taken substantial cuts in sub- 
sidy should result. 

And in this report the investigators further on, on page 12, point 
out that Pan American is not treated as an entity as required by the 
recent Supreme Court decision, either financially or in their opera- 
tions, and that if this were done it is believed a substantial sum could 
be saved or recaptured by the United States Government. The 
report goes on to say that most of the subsidies have not been properly 
audited, and that until this is done the true position or the right to 
subsidy of Pan American Airways will not be known; and the Pan 
American Airways’ financial position is not truly known to CAB. 
The report further states that until there is a proper audit, correct 
payment of subsidy will be almost impossible. 

What do you have to say about that? 

Mr. Gurney. First, we recovered by withholding payments from 
Pan American during the months December 1954 and January 1955 
approximately $3.5 million. In other words, the lower rates fixed 
by the later cases did result in our recovering that much. In addi- 
tion, we realized that we have not had the auditors to go into the 
affiliates of Pan American. We are taking steps to correct that. 
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Mr. Rooney. And the profit or loss in connection with those 
affiliates is of vital importance in arriving at the amount of subsidy, 
is it not, in view of the Supreme Court decision? 

Mr. Gurney. That is right, and in the Transatlantic Mail Rate case 
of Pan American we took cognizance of all these figures and made 
what we believed was the proper decision in cutting down and taking 
advantage of the profits made by these affiliates. Do you have the 
amount in mind, Mr. Roth? 

Mr. Rots. Around $1.5 million that we reduced Pan American 
subsidy in connection with dividends, and interest income received 
by Pan American from its subsidiaries and affiliates. 

Mr. Rooney. And this, without an audit of the books at all? 


AUDIT OF PAN AMERICAN BOOKS 


Mr. Roru. Sir, we have made an audit of the books of the Pan 
American World Airways itself, and the amount of dividends and 
interest that they received is ascertainable by making an audit of this 
corporation which is a United States corporation, and whose books 
are kept in this country, and to which we have complete access. 

What we did not audit is the books of the foreign subsidiaries 
outside of the United States, and until this year the International 
Hotels Corp. 

Mr. Roonry. Have you audited the books of Pan American, so 
far as the first operation to which you refer, or have you taken their 
auditors’ figures? 

Mr. Roru. I do not understand the question. 

Mr. Roonry. Have you gone in and examined the books of Pan 
American with regard to these operations, or have you taken their 
auditors’ figures? 

Mr. Ror. Well, we have certainly made an audit of Pan American 
World Airways, Inc.; yes, sir. 

Mr. Rooney. How many people have you had working on that? 

Mr. Rorn. I think we would have to furnish that information for 
the record, because I know for a fact that it varies from year to year, 
as to the number of people. 

(The information is as follows:) 

Information concerning the most recent audit of Pen American World Airways, 
Ine. is summerized in the following table which shows the number of men used, 


the period during which the audit was conducted, the period for which the books 
were audited, and the total man-hours expended in performing such audits. 


Number ae Total man- 
arrier division auditec 0 ieee ar Be Pa eriod audited | 
C li lited f P i lited : c 


. hours 
auditors Started Finished 


Atlantie division and General ac- 6 | Mar. 8,1954 | Jan. 31,1955 | 
counting office. 

Latin American division_.......___| 4 | June 21,1954 | Sept. 27, 1954 

Pacific and Alaska divisions___-- 3 | Feb. 23,1954 | May 12,1954 

International Hotels Corp., ex- 2) Oct. 11,1954 | Feb. 11,1955 
ploratory investigation. } September 

1954. 
' ! 


Mr. Rooney. You never went into those things before to any 
extent, and that was admitted here last year. This would be some- 
thing new and since the Supreme Court decision of last February. 
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Mr. Gurney. Mr. Rooney, we have always screened the parent 
company. 

Mr. Roonry. What has been the situation since then? 

Mr. Gurnegy. We have always screened the parent company as 
much as we could with the auditors which we had. 

Mr. Roth is not quite acquainted with what auditing has been 
done, because that is in a separate division. So, he does not have a 
chance to know how many auditors were recently up there, or assigned 
to Pan American, but they did make an audit of the parent company 
on the basis of what their books show as dividends from these affiliates. 

Mr. Roonry. What have you to say with regard to this report 
dated December 30, which is 8 months or 10 months after the Supreme 
Court decision, that there has not been an insistence that the opera- 
tions of the entire system of Pan American be treated as an entity? 
What have you to say about that? 

Mr. Gurney. We would have to do that; we would treat that as an 
entity. 

Mr. Rooney. Have you done it? 

Mr. Gurney. Yes; I am sure we have. 

Mr. Rooney. When did you do it? 

Mr. Gurney. This estimate which is before you right now takes 
over four divisions. 

Mr. Rooney. Mr. Chairman, perhaps these investigators should be 
fired. They have not turned up a single thing, if we are to take as 
facts the statements which have been made from across the table. 

Mr. Gurney. We have audited the parent company of Pan Ameri- 
can, and these estimates are based upon that. 


TREATMENT OF PAN AMERICAN AS AN ENTITY 


Mr. Rooney. What do you have to say with regard to this flat 
statement? 


Pan American is not treated as an entity, as required by the recent Supreme 
Court decision, either financially or in their operations. 

Mr: Roru. Can I comment upon that? 

Mr. Gurney. I just gave you the answer when I said we do treat 
it as an entity, and we do, since the Supreme Court decision, take all 
divisions and treat it as one company, and this estimate is based on 
that. 

Mr. Roru. The Board has customarily treated various air carriers 
by dividing them into separate ratemaking entities. 

In the case, for example, of Chicago & Southern Airlines, whose 
mail rates went up to the Supreme Court, the Board has established 
one rate for domestic operations, and another rate for international 
operations down to Venezuela. It is my understanding that the 
Supreme Court very definitely confirmed the right of the Board to 
establish two separate mail rates for Chicago & Southern Airlines, but 
the Court went on to say that in establishing the separate mail rates, 
some place along the line the Board must make sure that it is meeting 
the needs of the air carriers as a whole. 

However, it does not say you must have a single rate for a com- 
plicated operation of a carrier for whom the Board, as a matter of 
discretion, decides there ought to be more than one ratemaking 
division. 
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Mr. Rooney. So, since the time you were here last year, you have 
decided in line with the decision, that you are not going to examine 
Pan American on an entity basis, but rather on a division basis, as 
you have in the past, at different periods of time? 

You have a different policy; is that true? 

Mr. Roru. No, sir; I would not say that, Mr. Rooney. The 
Board in September 1954, reopened the record in the transatlantic 
mail rate proceedings, and decided that there was not sufficient evi- 
dence in that record to carry out the instructions of the Supreme 
Court regarding this very issue of offset of excess earnings from one 
division to another. 

The Board has set four separate ratemaking divisions for Pan 
American, but in this rate case involving only the Atlantic operation, 
as such, the Board is now in the process of getting together the neces- 
sary facts, figures, and evidence as to what the effects of the opera- 
tion on all the other divisions of Pan American are upon the subsidy 
requirements of the transatlantic operations so that in that manner 
the Board will be able to carry out the instructions of the Supreme 
Court. 

In other words, as I understand it, the Court has recognized the 
Board’s authority, to set as many rates as it wants for one corporate 
air carrier, provided that in some appropriate fashion the Board 
sees to it that the carrier as a whole will not be making excess profits 
or thereby obtaining excess subsidies from the Federal Government. 

Mr. Rooney. Which is just as you have done previous to the 
Supreme Court decision, and over the years before that. 

Mr. Roru. Well, in at least one case the Board had done it; the 
one that the Court reversed. 

In regard to Pan American and the last time the Board faced the 
problem in 1954, the Board did exactly what the Supreme Court said 
the Board must do. 


AUDIT OF PAN AMERICAN CO. 


Mr. Roonry. What do you have to say about this statement? 


Most of the subsidies on Pan American have never been properly audited by 
‘AB. A good example is their subsidiary, the International Hotel Corp. 

Mr. Gurney. That is a correct statement in that those subsidiaries 
have not been audited. 

Mr. Roru. As we testified last year, Mr. Rooney, we had tried to 
utilize various other techniques to make up for the lack of audits. 
In many cases, we do not think that we would have achieved different 
results if we had had an audit, but, on the other hand, there may be 
good reasons for having the audits to which you refer at this point. 

Mr. Gurney. The Bureau of the Budget, after a long survey of 
our problem over there of not having enough auditors, has this year 
recommended to Congress that we do have about 20 additional 
auditors. 

REDUCED AIR MAIL SUBSIDIES 


Mr. Rooney. What have you to say about the item which was in 
the Congressional Record on June 8, 1954, inserted by Senator Kilgore 
of West Virginia, under the title of ““Reduced Airmail Subsidies,’”’ and 
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which contains an exchange of correspondence between Senator Kilgore 
and Postmaster General Summerfield? 

The Postmaster General replied to Senator Kilgore under date of 
June 5, 1954, as follows: 


My staff informs me that the figure of $35,034,000, does represent the tote] 
of claims previously asserted by the Department in those various proceedings 
— the Civil Aeronautics Board, referred to in your letter of inquiry May 24, 

Jot. 

Mr. Roth, what about this? 

Mr. Roru. There is a comprehensive reply that the Board furnished 
to Senator Bricker’s committee, I think, in July of 1954, when the 
Board was asked about that, and I think we might make reference to it. 

Mr. Rooney. Well, tell us what it was. 

You see, according to Senator Kilgore, there is a total amount of 
$50,798,000 in dispute, on the part of the Post Office Department. 

Mr. Gurney. In the development of the $35 million, which you 
first quoted, and the last figure of $50 million 

Mr. Rooney. $15,764,000. 

Mr. Gurney. That was, I believe, approximately the amount 
involved for United Airlines service to Hawaii, but the carrier has only 
been paid about $1 million in subsidy. So, there would not be any 
chance of a $15 million recapture because there is only $1 million of 
subsidy which the Government could ever claim. 

Now, the other $35 million, it is all set forth in our reply to Senator 
Bricker, and we would be glad to furnish it for the record, and put it 
into the record at this point. 

Mr. Roonry. What is the answer at this point in the record? 

Mr. Gurney. We do not have the details of that in front of us. 

Mr. Rooney. Did you tell Postmaster General Summerfield that 
there was $35 million due from these airlines? 

Mr. Gurney. Yes, sir; and we set forth just how much is the correct 
figure, and how it will be resolved in the transatlantic offset mail rate 
case, which is presently before the Board. 

Mr. Roonery. To sum it up, the Postmaster General says that there 
is at least $35 million, and, according to others with whom you dis- 
agree, the figure is $50 million, where excess earnings were paid to 
these airlines, which could be used as an offset against the subsidy 
moneys. 

That is what Postmaster General Summerfield says, and you 
dispute it. 

Mr. Gurney. That is right; and may we at this point furnish you 
with a letter setting forth our answer to that question, and put it in the 
record at this point? 

It will be a copy of the letter to Senator Bricker, sir. 

Mr. Roonry. You may put whatever you please in the record. 

(The letter referred to is as follows:) 

Civit Aeronautics Boarp, 
Washington, July 1, 1954. 
Hon. JoHn W. BRICKER, 


Chairman, Senate Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Senator Bricker: At the hearing on June 21, 1954, before the Senate 
Committee on Interstate and Foreign Commerce in connection with 8S. 3426, you 
requested the Board to submit comments regarding a letter and accompanying 
table submitted by the Postmaster General to Senator Kilgore of the Senate 
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Appropriations Committee indicating that, as the result of the decision of the 
Supreme Court in the C. & 8. case, as much as $50,798,000 might be available in 
reduction of the subsidy requirements of several United States air carriers. The 
letter and table presented by the Postmaster General appear in the Congressional 
Record of June 8, 1954, at pages A4234 and A4235. 

It is indeed disturbing that after the considerable testimony and materials that 
have been submitted on the “‘offset’’ question to the Senate and House Appro- 
priations Committees by the Board and the Post Office there should be so much 
misunderstanding and confusion. No one can presently eliminate the uncer- 
tainty that stems from the fact that the mail rate cases to which the ruling of the 
Supreme Court in the C. & S. case is to be applied are pending before the Board 
and will not be concluded for some time. Nor can anyone presently predict with 
certainty just how profitable will be the domestic operations of a particular car- 
rier also operating an international division for the purpose of determining how 
much profit, if any, will be available to carry its losing foreign division. We caa 
and are anxious, however, to clarify further certain points that have been the 
subject of statements appearing in the Congressional Record during recent weeks. 

1. First of all, I should like to focus your attention on the Postmaster General’s 
$50 million figure as it might affect the Board’s request for appropriations for 
the fiscal year 1955, since it is believed that there has been a substantial amount 
of misunderstanding on thisscore. Approximately $47 million of that amount 
that is, all but about $4 million—relates to periods prior to October 1, 1953, the 
date on which the provisions of Reorganization Plan No. 10 became effective, 
and hence to periods during which the Postmaster General remains responsible 
for the payment of all airmail pay, including subsidies. Under Plan No. 10, the 
Board is responsible for requesting appropriations and making payment of sub- 
sidies only in connection with services rendered on and after October 1, 1953. 
Obviously, therefore, the maximum extent to which any part of the $50 million 
figure could affect the Board’s request for appropriations for fiscal 1955 is approxi- 
mately $4 million. This takes full account of any elements of carryover from the 
appropriation transferred from the Post Office Department to the Board for the 
last 9 months of fiscal 1954, that is, after October 1, 1953. 

2. Further, with respect to the Board’s appropriations request for fiscal 1955, 
it is believed that there is little likelihood that the C. & 8S. decision will have any 
material effect on the subsidy requirements for the industry as a whole for fiscal 
1955. The details supporting this conclusion are set forth for each carrier in the 
printed copy of the hearings before the subcommittee of the Committee on 
Appropriations, United States Senate, at pages 1989 and 1091. A copy of that 
statemen is submitted herewith for inclusion in this record. 

It is common knowledge that domestic airline earnings have declined sharply 
during the past vear, and, indeed, a number of air carriers have stated publicly 
their opinion that 1954 domestic earnings will fall below a fair return on the basis 
of the rates presently in effect for the several services. A year or two ago, a good 
many carriers were earning substantially more than 8 percent on their domestic 
operations without any subsidy whatsoever. Thus, it is possbile that for such 
past periods excees earnings may be available for offset against international 
subsidies otherwise payable. It is apparent, however, that the current level of 
earnings has declined to the point where it becomes at least seriously doubtful 
whether the Board will be able to find, after notice and hearing, that there will 
be excess earnings available for offset against the subsidy requirements of the 
international divisions of the several carriers involved in pending mail-rate 
proceedings before the Board. At a later date, if the earnings of the subsidy-free 
domestic divisions of these carriers again increase, it is possbile that sufficient 
excess earnings will develop to justify the Board in reopening certain rates for 
appropriate adjustment. 

3. Turning away now from the relation of the $50 million figure to the Board’s 
request for appropriations for fiscal 1955 to a consideration of other aspects of this 
figure, it is important to bear in mind that the Post Office Department is a full 
party to the pending proceedings in which the offset issue is present, and indeed 
was the party that was essentially responsible for taking the C. & 8S. case to the 
Supreme Court. The figure is therefore to be considered in the nature of an 
assertion by an interested party to a proceeding as to what it believes the body 
charged with making a decision ought to agree with. In noting this point, the 
Board, of course, does not mean to cast disrespect or impugn the motives of the 
Post Office or any other party to the pending proceedings. It is at least an under- 
standable responsibility of each party to put its best foot forward, just as it is 
the responsibility of the Board to decide cases before it in accordance with its 
best understanding of its duties under the Civil Aeronautics Act. 
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You must understand that there are wide differences between the parties to 
these proceedings, both in theory and the amounts of money involved. Just to 
give you an example of where a difference in theory between the Post Office and 
the carriers might spell a difference in offset of millions of dollars, the Post Office 
contends that where a carrier has excess earnings in 1 year and a deficiency in 
another year, both years being in the open-rate period, the Board should offset 
the excess earnings, but should ignore the deficiency. The carriers, on the other 
hand, contend that the Board should at the very least net the excess earnings 
against the deficiencies and offset only any net excess. To give you a further 
indication of the complexities and novel character of the issues involved, it is 
interesting to note that counsel for the Bureau of Air Operations of the Board is 
contending for almost a million dollars more by way of offset against Pan Ameri- 
can in the pending Transatlantic mail rate case than the Post Office asserts. These 
and many other disputed issues must await the decision of the Board, and perhaps 
the courts. In the meantime, we urge the utmost caution in évaluating the asser- 
tions of the various parties involved in the pertinent proceedings and pledge 
ourselves to furnish the Congress the most balanced estimates that we can make 
and that are consistent with our statutory duty of deciding cases only after an 
opportunity for hearing has been afforded all the parties. 

4. There appears to be an unfortunate misunderstanding that in furnishing 
the $50 million figure, the Post Office was asserting that the entire amount could 
somehow be offset or recaptured by the Government. We did not so understand 
it, and have received confirmation of our own understanding from the staff of the 
Post Office. While the Post Office is claiming that there is approximately $50 
million available to offset against operating divisions for which carriers are 
requesting subsidies, it is not saying that those carriers require enough subsidy 
in those operating divisions to absorb by way of offset the entire $50 million. 
Nor is the Post Office claiming that if the entire $50 million is not absorbed by 
offset, the Government can recapture the remainder. Clarification of this point 
is exceedingly important, because obviously, for example, if a carrier should have 
$10 million in excess profits in its domestic division which was on a final, subsidy- 
free mail rate and only claims a $5 million subsidy for its international division, 
it might well lead to confusion if one talked about the $10 million, the maximum 
figure available for offset, without carefully emphasizing that the subsidy require- 
ments involved were only $5 million and that the total possible offset was thus 
limited to $5 million. 

The data furnished by the Post Office with respect to United and Delta further 
serves to illustrate the danger of bandying about the $50 million figure. The 
Post Office tabulation shows that United is claiming mail pay for its Hawaiian 
operations from April 30, 1947, through August 7, 1952, of $14,595,503. For 
this period, United has received from the Post Office Department under the rates 
fixed by the Board temporary mail pay of $2,626,918. Assuming that a fair and 
reasonable service mail rate for the period would be 45 cents per ton-mile, which 
was the rate established by the Board as a final service rate for United’s Honolulu 
operations for the period after August 7, 1952, the service mail pay due United 
would equal $1,600,052. On this basis, the subsidy temporarily received by 
United for the open-rate period amounts to $1,026,866. The Post Office has 
asserted that $15,857,000 is available for offset against subsidy otherwise payable 
to United. But, since United is claiming subsidy of approximately $13 million 
and has received subsidy of only $1,026,866, in no sense would it be possible to 
offset the full amount of $15,857,000 of alleged excess earnings from the domestic 
operations. Parenthetically, the Board’s staff has contended in the proceeding 
that United should receive no subsidy whatever for its Honolulu services, 
regardless of the offset issue. 

The Post Office tabulation also asserts that $954,000 is aveilable for offset on 
Delta’s Latin American operations for the period May 1, 1953, to April 30, 1954. 
However, the Board on September 21, 1953, proposed total mail compensation 
for Delta’s international operations for that period in the amount of $792,000, 
of which $62,000 was estimated to be service mail pay and $730,000 subsidy. 
Here agein it will be noted that, even if the Board should ultimately find after 
hearing that excess earnings amount to $944,000, the offset can in no evert 
exceed the entire amount of subsidv otherwise payeble, which in this case the 
Board last year estimated to be $730,000. 

While we have attempted in this letter to clarify the most important points 
with respect to the offset issue thet have recently come to our attention, we 
realize that there mav be other points on which the committee would like the 
Boerd’s comments. We are anxious to cast whatever light we can on this very 
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complex and controversial subject and will be glad to respond to any further 
inquiry. 
Sincerely, 
CHAN GuRNEY, Chairman. 


SUBSIDY PAYMENTS TO PAY FEDERAL INCOME TAXES 


Mr. Roonry. Do you make subsidy payments to pay Federal 
income taxes of certain airlines? 

Mr. Gurney. Yes, sir. 
fF Mr. Rooney. How much has that amounted to? 

F Mr. Gurney. I do not have the figures in front of me, but the law 
states that we shall give them a fair return on their investment. 

Mr. Rooney. And, you take that to include paying their income 
taxes; is that correct? 

Mr. Gurney. Not to an excessive point, but to a point of fair 
return on their investment. 

Mr. Rooney. Well, isn’t it a fact that this practice has amounted 
to about $13 million a year in overpayments to them? 

Mr. Gurney. I would not think so. 

Mr. Roru. No, sir. 

Mr. Rooney. Is it not a fact that the air carriers have participated 
in windfall earnings as a result of this? 

Mr. Gurney. I think not. 

Mr. Rooney. You have allowed them a certain amount for Federal 
income taxes, and then upon an audit of their income tax by the Fed- 
eral Government, it has been found to be below the amount which 
you have allowed, and there has not been a recapture of those sums 
by you? 

Mr. Roru. Senator, can I comment upon that? 

Mr. Gurney. Yes, sir. 

Mr. Roru. The Board’s practice in at least the last 4 years has been 
the standard practice of just about every single State public utility 
regulatory commission with respect to the treatment of allowances for 
income taxes. 

Now, the allowances that the Board makes in the last 4 years are 
under the so-called actual tax policy. 

In the hearing record of last year, there were various questions raised 
as to whether the Post Office Department was not correct, and in the 
transatlantic mail-rate case in regard to the treatment of Federal 
income taxes by the Board. 

The Board’s final decision was issued, subject to reconsideration, 
on December 20, 1954, and the Post Office Department has carefully 
looked over that item and has not filed a petition for reconsideration. 
They apparently are in complete agreement with the policy followed 
by the Board, and furthermore, the General Accounting Office has a 
whole audit staff making a careful review of the Board’s procedures, 
policies, and so on. 

I discussed this subject with the Chief Auditor of GAO and I 
pleaded with him if he found in any respect whatsoever any evidence 
that the Board in recent years had overpaid a single air carrier for 
income tax allowances, by 1 penny, that I would very much appreciate 
being advised which air carrier was overpaid 1 penny on the basis of 
our current tax policies, because I certainly wanted to do everything 
I could to make sure the Government did not lose a single penny, and 
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to this day I have not been advised of any indication of a single ove: 
payment, to any air carrier. 


USE OF SUPPLEMENTAL FUNDS REQUESTED 


Mr. Roonry. With respect to this instant supplemental request of 
$15.2 million, has that been earmarked and, if so, to whom? 

Mr. RussE.uu. No, sir; it is not earmarked on a carrier-by-carrier 
basis. Rather, it is computed on the basis of the total of carrier claims 
to be received. 

Mr. Roonry. How much would Pan American get out of it, in the 
ordinary course of things, or have you already taken care of Pan 
American? 

Mr. Russetu. I would have to supply that information for the 
record. I do not have the $15.2 million broken down on a carrier-by- 
carrier basis. 

Mr. Roru. I think for fiscal year 1955 we estimate the subsidy of all 
of the Pan American divisions to go in somewhere between $18 and 
$19 million. It is a noticeably lower figure for 1956. 

Mr. Roonry. Would it be fair to carry that figure over into this 
$15.2 million, percentagewise? 

Mr. Gurney. Yes, sir. 

Mr. Russet. Yes, sir. 

Mr. Rooney. And this, at a time when airline revenues are at a 
alltime high; is that right? 

Mr. Gurney. That is right. 

Mr. Rooney. As a matter of fact, the American Aviation Daily of 
December 31, 1954, said that Pan American World Airways in 1954 
recorded the largest volume of business in its history. He further 
stated that the gross volume, including mail pay, will be about $226 
million, compared with $217.9 million in 1953. Is that correct? 

Mr. Gurney. I am sure that is correct. 

Mr. Rooney. That is, so far as you know? 

Mr. Gurvey. So far as I know, those figures are correct. The 
transatlantic operations of Pan American is estimated, for 1956, at 
$2,669,000, and in the Pacific, there would be no subsidy in 1956. 


OBLIGATIONS BY MONTHS 


Mr. Roonry. Have you a statement of your outgo since last April? 

Mr. Gurney. Yes, sir; we paid out, up to and through January 31, 
$38 million. 

Mr. Rooney. I want it by months, beginning in May 1954. Do 
you have that? 

Mr. Gurney. All I have is the average for the first 7 months of 
1955, which figures $5,499,125 per month. 

Mr. Rooney. Well, according to some figures which I have, 
beginning October 1953, the 7 months’ total from October 1953, and 
including April 1954, it was $36,111,873, or a monthly average of 
$5,158,838. 

Would that be approximately right? 


Mr. Gurney. That is probably correct, Mr. Rooney; but I do not 
know. 





Mr. Rooney. Under this proposed supplemental of $15.2 million, 
vou would increase the monthly average from $5.1 million to approxi- 
mately $6 million per month? 

Mr. Gurney. It would be increased to $5 734,966 per month. 

Mr. Rooney. Well, we are not too far off; are we? 

Mr. Gurney. No, sir; that is right, and it is $5 ,700,000 per month 
for the next 5 months, starting February 1. 


AUDITS OF ALL CARRIERS 


Mr. Rooney. In the report of this committee back last spring 
CAB was directed by the House Appropriations Committee, in line 
with the Supreme Court decision, to make a review of this entire 
matter of subsidies which came up in line with that decision. 

What have you done with regard thereto? 

Mr. Gurney. We have revised our estimates in accordance with 
that. 

Mr. Rooney. 

Mr. GuRNEY. 

Mr. Rooney. 

Mr. GurRNEY 

Mr. Rooney. 
you have left? 

Mr. Gurney. Well, they are on a continuing basis; 
here answer that question? 

We will have to furnish that for the record, Mr. Rooney. They 
would be completed up to different times, as we go along, during the 
vear, but we have arrived at the final estimate of what money it will 
take this year, and for 1956, as near as I can get at it, from the 
information presently at hand. 

(The information requested is as follows: ) 


Have you completed all of the audits? 

Of all the companies? 

Yes, sir. 

No; there are always audits to be made. 

How many have you completed, and how many do 


can anyone 


Current status of er field audit pregrem, as at Jan. 31, 1955 


Period covered by latest audit | 


Name of carrier re _———| Date examination completed 


From— To- 


Aerovias Sud Americana, Inc- eda (4) (') Operations 


1952. 


begun November 


Alaska Airlines, Ine.: 


States-Alaska.-.......---- -| Jan. 1,1954 |) Dee. 31,1954 | Audit in progress. 


Intra-Alaska_------ 
Alaska Coastal Airlines. 
Allegheny Airlines, Inc_ _.------ 
American Airlines, Inc.: 
Domestic operations - - - - - 
“Stub End” to Mexico 
Bonanza Air Lines, Inc- -- - - 
Braniff Airways, Inc.: 
Domestic operations - 


Latin American operations... be mea 


Byers Airways, Inc 
Capital Airlines, Inc- 


Caribbean-Atlantic Airlines, Inc. . 


Central Airlines, Inc__-----.- 
Colonial Airlines: 


Domestic operations. ... ----- 


“Stub End” to Bermuda. . 
Continental Air Lines, Inc_-- 
Cordova Airlines, Inc__- - 
Delta Air Lines, Inc.: 

Domestic operations_. --- 


Latin American operations. --- 


1 None. 


cee 
June 


| Oct. 1, 1953 | 
.| Jan. 1, 1952 | 


do 


Jan. 11,1951. 
| July 1, 1952 


do__.. 


-| July 1,195! | 
July 1,1947 | 
Jan. 1,1952 | 
._.| Oct. 1,1953 


| Jan. 1,195! 


en.) 


‘Jan. 1, 1953 | 


July 1,1951 


| June 1, 1953 
Site "ae 


..do 


Dec. 31, 1953 | 
Sept. 30, 1954 | 


Dec. 31, 1952 
..do 


“Mar. 31, 1953 


Sept. 30, 1954 
Gdic.. 


June 30, 1952 | 
Dee. 31, 1950 | 
Sept. 30, 1953 | 
Sept. 30, 1954 


June 30, 1952 | 


@e.... 


Sept. 30, 1954 | 


Dec. 31,1951 
June 30, 1954 


i cas be 


Do. 
May 1954.2 
Jan. 21, 1955. 


Aug. 13, 1953. 
Do. 
June 23, 1953. 


Audit in progress. 
Do. 

May 1954.2 

June 15, 1951. 

Nov. 13, 1953. 

Nov. 19, 1954. 


Oct. 30, 1952. 
Do. 

Dec. 20, 1954. 

March 1952. 


Dec. 13, 1954. 
Do. 


2 Estimated since record is in Alaska Office and information was not immediately available. 








Current status of regular field audit program, as at Jan. 31, 1955—Continued 


Name of carrier 


Eastern Air Lines, Inc. 

Domestic operations 

“Stub End” to Puerto Rico-_-- 
Ellis Air Lines, Inc 
Flying Tiger Line, Inc., The 
Frontier Airlines, Inc 
Hawaiian Airlines, Ltd 
Helicopter Air Service, Inc 
Lake Central Airlines, Inc 
Los Angeles Airways, Inc 
Mackey Airlines, Inc_- 


Midet Aviation Corp. 

Mohawk Airlines, Inc 

National Airlines, Ince.: 
Domestic operations 
“Stub End” to Cuba 

New York Airways, Inc 

North Central Airlines, Inc 

Northeast Airlines, Inc 

Northern Consolidated Airlines, Inc 

Northwest Airlines, Inc.: 
Domestic operations _- 
Trans-Pacific operations 

Ozark Air Lines, Ine 3 

Pacific Northern Airlines, Inc.: 
States-Alaska operations 
Intra—Alaska operations 


Pan American World Airways, Inc.: 


General accounting office 
Atlantic division ____ 
Pacific division 
Aluska division 
Latin American division 
Pan American-Grace Airways, Inc 
Piedmont Aviation, Inc 
Pioneer Air Lines, Inc 
Reeve Aleutian Airways, Inc 
Resort Airlines, Inc 
Riddle Airlines, Inc 
Samoan Airlines, Ltd 
Slick Airways, Inc 
South Pacific Air Lines, Inc 
Southern Airways, Inc 
Southwest Airways, Inc 
Trans-Pacific Airlines, Inc 
Trans-Texas Airways 
Trans-W orld Airlines, Inc.: 
Domestic operations 
Transatlantic operations 
United Air Lines, Inc.: 
Domestic operations 
“Stub End” to Hawaii 
U.S. Airlines, Inc 
West Coast Airlines, Inc 
Western Air Lines, Inc 
Wien Alaska Airlines, Inc 


1 None. 


Period covered by latest audit 


Date examination completed 








From— To 
..| Jan. 41,1950 | Sept. 3f,1952 | Apr. 8, 1953. 
= i | ESS Do. 
June 1,1951 | Dee. 31,1952 | June 1953. 
Oct. 1,1949 | Mar. 31,1952 | July 30, 1952. 
Jan. 1,1953 | June 30,1954 | Nov. 12, 1954. 
June 30,1950 | Sept. 30,1953 | Jan. 15, 1954. 
Oct. 1,1950 | Dec. 31,1952 | Apr. 20, 1953. 
Oct. 1,1953 | Dec. 31,1954 | Audit in progress. 
|} Oct. 1,1950 | June 30,1953 | Sept. 23, 1953. 
(1) (1) Operations begun December 
1952. 
(1) | (‘) Operations begun Apr, 2, 1954, 
Jan. 1,1950 | Dee. 31,1952 | May 22, 1953. 
July 1,1951 | June 30,1953 | Oct. 16, 1953. 
do .do Do. 
Aug. 1,1949 | Sept. 30,1953 | Dec. 4, 1953. 
Jan. 41,1953 | Dee, 31,1953 | Apr. 14, 1954. 
Jan 1,1952 | Mar. 31,1953 | Aug. 19, 1953. 
July 1,1951 | Dec. 31,1954 | Audit in progress. 
Oct. 1,1952 | Dec. 31,1953 | July 22, 1954. 
do do Do. 
Jan. 1,1953 | Dec. 31,1954 | Audit in progress. 
Oct. 1,1951 | Sept. 30,1953 | Mar. 5, 1954. 
do do Do. 
Jan. 1,1953 | Dee. 31,1953 | Jan. 31, 1955. 
do do Do. 
do _do | May 12, 1954. 
do .do Do. 
-do .do | Sept. 27, 1954. 
July 1,1953 | Dee. 31,1954 | Audit in progress. 
|} Jan. 1,1952 | June 30,1953 | Sept. 25, 1953. 
| July 1,1952 | June 30,1954 | Aug. 12, 1954. 
| Jan. 41,1951 | June 30,1951 June 1952. 
| July 1,1952 | June 30,1954 | Nov. 5, 1954. 
| Oct. 1,1952 | Sept. 30,1954 | Dec. 26, 1954, 
() () Not yet in operation. 
Jan. 1,1952 | June 20,1953 | Dec. 9, 1953. 
| (') () | Not yet in operation. 
| Jan. 1,1952 | June 30,1953 | Nov. 30, 1953. 
do | June 30,1954 | Sept. 10, 1954, 
| June 30,1950 | Dee. 31,1953 | Feb. 19, 1954. 
| Mar. 31, 1953 Mar. 31,1954 | June 10, 1954. 
| | 
a Jan. 1,1952 | Dec. 31,1953 | Apr. 20, 1954. 
=a ae ee do Do. 
| Jan. 1,1950 | Dec. 31,1952 | Apr. 10, 1953. 
oe do_- Do. 
| 6) (1) | Operations begun October"1949. 
| Oct. 1,1952 Sept. 30,1954 | Audit in progress. 
Oct. 1,1951 | Mar. 31,1953 | Aug. 31, 1953. 
Jan. 1,1952 | Dec. 31,1952 | April 1953. 
INCOME-TAX POLICY 


Mr. Rooney. To get back to Mr. Roth’s statement a while ago 
when I questioned him with regard to the matter of these alleged 
tax windfalls, is it the fact that over in the Senate hearings there 
had been reference made to this, and at one point in those hearings 
a statement was made by a member, whose name does not appear here, 


as follows: 


This tax policy has undoubtedly resulted in a windfall to some carriers in some 


years. 


CI 
WwW 


R 


a a ae 
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Is that the fact? Did that happen over there in the Senate? You 
gentlemen must have been there. 

Mr. Gurney. I am sure that that question came up, but I do not 
remember. 

Mr. Rots. Prior to 1950—in the decisions of the Board prior to 
1950—that may very well have happened, and that sounds like a 
quotation from my testimony. 

Mr. Roonry. What have you done to recoup the money which 
might have been paid prior to 1950 in cases such as the Trans-Atlantic 
Mail Rate case? 

Mr. Rorn. The Board applies the new so-called tax policy retro- 
actively to January 1, 1946. So, Pan American has not received a 
penny of extra tax allowance over and above what their actual tax 
liability will be. 

As a result of the Board’s reversal of policy, and the fact that so 
many of these rates for the larger carriers were still on a temporary 
basis, in the final rate we make a retroactive adjustment, going back 
to the date of petition, and in the case of Pan American we went back 
to 1946. In fact, as far as the tax allowances of other divisions are 
concerned, we are still in the process of doing it in connection with the 
Supreme Court’s mandate on the offset question. 

Mr. Rooney. Well, maybe the taxpayer might get some money? 

Mr. Gurney. You are absolutely right. They are going to receive 
credit from 1946 for only the actual taxes paid. 

Mr. Rooney. I am not going to take any more time in connection 
with the supplemental request. 

Mr. Gurney. We will furnish the information you request, Mr. 
Rooney, as fully and completely as possible. 

Mr. Preston. Mr. Bow. 


MILITARY AIR MAIL RATE 


Mr. Bow. What is the rate of military mail? Is the military rate 
the same as your regular mail rate? 

Mr. Gurney. I want Mr. Roth to answer the question completely, 
but I believe the rate for both military and civilian mail is 50 cents 
for one ocean, and 55 for the other. 

Mr. Roru. That is correct. 

There is a temporary mail rate over the Pacific of 50 cents a ton- 
mile applicable to both civilian mail and military mail. 

The temporary rate in the Atlantic is 55 cents. 

Now, it should be stressed that in the final mail rate proceeding, 
on which we are to have a prehearing conference before a hearing 
examiner on February 28, this next week, one of the issues will be 
whether there should in the final rate determinations of the Board be 
a special reduced rate for the military, or whether we ought to set 
one payment, a reasonable rate, for all classes of mail. 

Mr. Bow. As of now, you are charging the same rate for the two? 

Mr. Roru. Yes, sir. 


BREAKDOWN OF SUPPLEMENTAL REQUESTED 


Mr. Bow. In this $15 million which you are requesting, how much 
of that will be used for international subsidies? 


59135—55——_15 
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Mr. Gurney. Mr. Bow, we will have to supply that for the record. 
We do not have it broken down by carriers. 

Mr. Bow. Do you have it broken down between domestic and 
international? 

Mr. Russe.u. No, sir; we do not have it broken down as yet. We 
use the carrier totals. 

(The information requested follows:) 

The $15,200,000 estimated supplemental requirement was computed on the 
basis of the total estimated subsidy payments to be made to all carriers, both 
domestic and international, during the fiscal year 1955. The estimate is 
summarized as follows: 

1. Estimated subsidy accrued to the air carriers as of June 30, 1954, 

beet E O0 C0 ORG BIND 5 i noon ere nar enerntlen cms <mere $6, 653, 378 
2. Add oa subsidy accruing to the carriers during the fiscal 

year 


Subtotal 72, 804, 378 
. Deduct estimated unpaid subsidy accrued as of June 30, 1955 for 
which payment will be made during the fiscal year 1956 


Total estimate of subsidy payments to be made during the 
fiscal year 1955 67, 163, 706 


. Deduct amount available: 
(a) Unexpended balance brought forward from prior year__. 11, 963, 706 
(b) Appropriation 1955 40, 000, 000 


51, 963, 706 


7. Supplemental appropriation needed 15, 200, 000 


As indicated above, the amount of the supplerental appropriation required 
was not computed on a carrier or area of operations basis, and it is not possible 
to determine exactly how much will be paid a carrier or carrier group from the 
$51,963,706, heretofore made available, and from the $15,200,000 supplemental 
request. 

However, it is believed that a percentage distribution of the $15,200,000 
between international and domestic and territorial operations based on subsidy 
accruing to the carriers through June 30, 1955, and the total estimated subsidy 
payments to be made during the fiscal year 1955, taking into account subsidy 
payments made through January 31, 1955, will provide the information desired. 
On this basis, of the $15,200,000, $4,232,000 would be paid to carriers for inter- 
national operations and $10,968,000 would be paid to carriers for their domestic 
and territorial operations. 


INTERNATIONAL SUBSIDY PAYMENTS 


Mr. Bow. In the international operation you only have one line 
now, on a subsidy; do you not? 

Mr. Russetu. No, sir; we have three. 

Mr. Bow. Who are the three? 

Mr. Russe.tu. We have the transatlantic area, the transpacific area. 

Mr. Bow. I am talking about lines, and carriers. 

Mr. Gurney. We would have Pan American-Latin American 
division. 

Mr. Bow. I am talking now about the lines. 

Mr. Gurney. I see. Well, there would be some, depending on the 
volume, going to Northwest, possibly, for the next 4 or 5 months, 
and then Pan American in the Latin-American division, and in the 
transatlantic operation. 

Mr. Bow. So, there are actually two carriers now receiving inter- 
national subsidies; is that correct? 
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Mr. Gurney. There would be Braniff in Latin America; there 
would be Delta in Latin America, and a few others. 

Mr. Rorn. There are about nine carriers within Alaska, if you 
include that. 

Mr. Bow. You anticipate only one trans-Pacific; do you not? 

Mr. Rorn. Yes, sir. 

Mr. Bow. That is Northwest; is it not? 

Mr. Gurney. Yes, sir. 

Mr. Bow. I understand that the Pan American will receive no 
subsidy. 

Mr. Roru. For 1955, on the setup before you in the current fiscal 
year, we estimate they will get some subsidy. 

Mr. Bow. How much? 

Mr. Roru. For the current year, $3,286,000. 

Mr. Bow. But they will receive none for next year? 

Mr. Rorn. None for 1956; no, sir. 

Mr. Bow. And TWA is now subsidy free; is it not? 

Mr. Roru. Yes, sir. 

Mr. Bow. And Transatlantic? 

Mr. Rorn. Yes, sir. 

Mr. Bow. Is Pan American subsidy free in their transatlantic 
operation? 

Mr. Roru. No, sir; according to these figures, in the Atlantic for 
the current fiscal year, they will require a subisdy of $2,567,000 and, 
parenthetically, they have just filed a petition for reconsideration of 
that decision of the Board in which they contend they will require 
a far greater amount than this $2.5 million sum which we have 
budgeted. 

Mr. Bow. That is all, Mr. Chairman. 


METHOD OF DETERMINING SUBSIDY 


Mr. Horan. How do you decide to give a subsidy to one airline, 
and none to another, when they are flying the same route, or approx- 
imately the same route? 

Mr. Gurney. Well, if they were flying the same route, of course, 
and if they had the same kind of equipment, the Board would cer- 
tainly look askance at a difference in the subsidy, but they really 
never do fly the same route. 

For instance, the Atlantic division of Pan American runs to Paris 
and Rome, like TWA does, but after you get to Rome TWA goes 
clear by a different route to Cairo, to Bombay, and Ceylon, and that 
is the Atlantic division for TWA. 

Pan American goes to Paris and London like TWA does, but it 
serves the Scandinavian countries, and goes on around to Bangkok 
and has a line of its own down into Africa, which is all in the Atlantic 
division. 

In the Pacific, Pan American, Pacific division, runs over to that 
area, and I think it is to Bangkok, is it not? 

Mr. Roru. The dividing point between the two on the round-the- 
world service, is Calcutta, India. 

Mr. Gurney. Well, I guessed it pretty close. It is Calcutta. 
However, there are two actual routes which you can see are com- 
parable with the other, but in our Atlantic division, for comparable 
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areas, our decision which we put out December 20, makes the mail 
rate of both carriers the same. Is that correct? 

Mr. Rot. That is correct, and every penny of the $2,567,000 
subsidy estimated for this fiscal year for Pan American, as opposed 
to TWA, all of the Pan American subsidy is related to the so-called 
noncomparable areas; specifically, South African operations to Johan- 
nesburg, and the route to Scandinavia, and there may be some other 
minor differences, but those are the two principal areas which are 
involved. One of the decisions of the Board, which Pan American 
has requested the Board to reconsider, is the decision of the Board 
that Pan American is not entitled to any subsidy in these so-called 
comparable areas, to a certain extent on the basis of the showing that 
TWA did not require a subsidy. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Preston. Mr. Miller. 


RATE FOR MILITARY MAIL 


Mr. Miuuter. What is the theory or the reasoning for a difference 
in rate on military mail compared with the other mail? I understand 
you do not have a military rate at the moment but it is under 
consideration. 

Mr. Rots. As it now stands, there is an identical priority for the 
military mail as for the civilian mail. Where the military mail has 
the same priority conditions as the civilian mail, the only possible 
reason I am aware of for a reduced rate on the military mail is that 
the military mail would move in very large shipments, for one thing, 
and it would be concentrated in the high-density routes so that the 
cost of performing the service in connection with military mail is 
presumably lower. For instance, across the Atlantic military mail 
only goes to Paris and Frankfort, and those are high-density routes. 
The civilian mail goes all over the Atlantic operations as far as India, 
the Scandinavian countries, and so forth, and as a result it might very 
well be that even though both classes of mail have the same priority 
we might conclude it costs less to perform the transatlantic service for 
the military mail than for the civilian mail. 

Mr. Mituer. A letter addressed to an APO is military mail? 

Mr. Roru. Yes. 

Mr. Mituer. That is all carried by American-flag airlines? 

Mr. Roru. Certiiicated air carriers, yes. 

Mr. Miter. That is all. 

Mr. Preston. Mr. Taber. 


SUBSIDY PAY REQUIREMENTS 


Mr. Taser. This little sheet that we have here shows the current 
estimate of subsidy accruing to air carriers for a 21-month period is 
$121 million. 

This sheet shows the monthly payments as $87 million down to 
the 3ist of January. 

If you subtract $87 million from $121 million, that leaves $34 
million as the highest figure that can possibly be worked out. I am 
wondering what you have to say about that? 

Mr. Gurney. We have so far paid out this year thirty-eight- 
million-odd dollars and still have to pay after February 1, $28 million. 
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We are only asking for $15 million because we had $13 million on hand 
as of February 1. We had $28 million to pay out as of February 1, 
that is, for the next 5 months, and we had $13 million unexpended 
on that date, so we only need $15 million. In other words, part of 
the difference between $87 million and $121 million is the amount of 
money we have on hand now and add the $15 million to that and it 
will give us the necessary amount to make it up to twenty-eight- 
million-odd dollars. 

Mr. Taser. You mean you expect to spend $28 million in the 
balance of the period from February 1 to June 30? 

Mr. Gurney. Our best estimates are that we need $28 million. 
We had $13 million on hand on February 1, leaving $15,200,000 
needed. 

Mr. Rooney. It occurs to me that you must have done a lot of 
things in a hurry with regard to carrying out that Supreme Court 
decision in the Chicago & Southern case, because it is a fact, is it not, 
that in the Transatlantic Mail Rate case, in which you awarded the 
largest sum of money awarded at any one time in the history of 
CAB—I believe $103 million in past mail pay and $12.4 million in 
future mail pay—that at that time you said in the decision that you 
were awarding this money, as of December 20, 1954, as recently 
as that— 

Exclusive of adjustments that may be required under the Chicago & Southern 
decision of the Supreme Court. 
Is that a fact? 

Mr. Gurney. If we said that in the decision, that is right. 

Mr. Rooney. I conclude that under the Supreme Court decision 
you must go into these things and see how much money you can save 
the taxpayers from the unprecedented amounts of subsidies. 

Mr. Guerney. That December 20 decision dealt with the carrier 
that gets most of the subsidy, Pan American. At least, that is the 
carrier that gets most of the subsidy internationalwise. That decision 
took care of that carrier and TWA back to 1946, so we had 8 years 
and came to a decision as to what was due for the last 7% or 8 years. 

Mr. Rooney. But you made the decision— 

Exclusive of adjustments that may be required under the Chicago & Southern 
decision of the Supreme Court. 

Mr. Rorn. The Board, in September 1954, ordered further hearings 
with respect to the offset issue to carry out the Supreme Court in- 
structions on that aspect of the case, and we are in the process of 
going forward with that. 

Mr. Rooney. I would expect you would, and I would also expect 
it would take some time before you get the whole business straightened 
out as a result of the Supreme Court decision, and for that reason you 
inserted in your December 20 decision that the award was exclusive 
of whatever adjustments may be required as a result of the Supreme 
Court decision. 

Mr. Rortu. That is correct. 

Mr. Rooney. Of course it is correct. It is obvious. The same 
thing would apply to the amounts of subsidy you are now requesting. 
You just do not know, but you would like to keep the subsidy checks 
flowing. That is all. 

Mr. Preston. That is all, gentlemen. 
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PLANT AND ANIMAL DISEASE AND Pest ContTROL 


Mr. WuittEen. The committee will please be in order. 


We will be glad to hear you gentlemen now on the justification for 
the supplemental item of $700,000 in connection with grasshopper 
control which is included in House Document No. 88. 


SUMMARY JUSTIFICATION DATA 


I would like to have the justification sheets included in the record 
at this point. 
(The statement referred to follows:) 


AGRICULTURAL RESEARCH SERVICE 
Salaries and expenses, plant and animal disease and pest control, 1955 


Appropriation to date $17, 689, 579 
Obligations to Dec. 31, 1954 $7, 231, 337 
Expenditures to Dec. 31, 1954 $6, 273, 025 
Budget estimate next fiscal year $17, 254, 000 
Request (for 4 months from Mar. 1, 1955) 
Employment: 

Average number, current appropriation 

Average number, involved this estimate 
Actual employment Dec. 31, 1954 (includes 907 veterinarians work- 

ing on a fee basis on the expanded brucellosis program) 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Up to the present time it has been necessary to draw on the $400,000 contingency 
fund in the subappropriation “Plant and animal disease and pest control” for 
fiscal year 1955 to the extent of $276,000 to finance cooperative work on four 
emergency outbreak problems, the Mexican fruitfly, the khapra beetle, the 
European chafer, and the burrowing nematode. 
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In planning for the remainder of the fiscal year, it is necessary to take into ac- 
count estimated emergency requirements for grasshopper control and to be pre- 
pared to meet unexpected developments in connection with the Mexican fruitfly, 
khapra beetle, European chafer, or other contingencies that may arise. Surveys 
just completed indicate serious grasshopper infestations in rangeland areas 
totaling more than 6 million acres in 15 Western States. Of this infested area, 
is is estimated that a minimum of 2,600,000 acres will require treatment during 
the 1955 control season to avert serious damage or extensive migrations. Approxi- 
mately 80 percent of this area, or about 2 million acres, is in State and private 
ownership on which control costs would be paid two-thirds by the States, counties, 
and organized groups of landowners, and one-third by the Federal Government. 


JUSTIFICATION FOR SUPPLEMENTAL EstTimMaTE, Fiscat YEAR 1955, ror SsLaRiges 
AND EXPENSES, PLANT AND ANIMAL DISEASE AND PEsT CONTROL 


Emergency outbreaks of insects and plant diseases (contingency fund) 


Appropriation to date, fiscal year 1955 
Supplemental estimate, fiscal year 1955 


Revised total, fiscal year 1955 


The subappropriation for plant and animal disease and pest control, currently 
includes a contingency fund amounting to $400,000 which is available to cooperate 
with the States in controlling or suppressing emergency outbreaks of plant pests. 
To meet emergency situations occurring during the fiscal year 1955 a total of 
$276,000 has been withdrawn from this fund to cooperate with the St«tes in 
meeting serious situetions brought about by the Mexican fruitfly, the khapra 
beetle, the Europee.n chafer, and the burrowing nematode. These releases leave 
a balance of $124,000 available to meet such emergency conditions as may arise 
prior to July 1, 1955. This amount is entirely inadeauate to provide urgently 
needed Federal cooperation to suppress expected severe and widespread out- 
bree.ks of grasshoppers in 15 States during the last 3 months of the fiscal year, 
and to meet other emergencies which may arise. These emergencies could not 
be foreseen when the original estimates for this item were submitted. 


GRASSHOPPERS ON RANGELANDS 


It is estimated that grasshoppers in the Western States have caused losses in 
recent years of approximately $89 million annually to forage and rangelands 
belonging to Federal, State, and private owners, and $18 million annually to small 
grains and other crops. For the past 3 years there has been a steady, general 
increase in grasshopper populations infesting western rangelands, particularly in 
the Texas, Oklahoma, and Colorado areas. These buildups have accelerated 
especially throughout the vast drought-stricken areas of the West. In 1953 and 
again in 1954 large areas of Colorado, New Mexico, Texas, and other Southwestern 
States were denuded by drought and grasshoppers. The determination of the 
extent of control operations for any one year, however, must be made on the basis 
of current surveys. 

Cooperative surveys, just completed in December 1954, indicate severe buildups 
of grasshopper infestations on more than 6 million acres of rangeland in 15 Western 
States, including 1,750,000 acres in Texas (which developed from a 100,000-acre 
infestation 3 years ago), 900,000 acres in Colorado, 565,000 acres in New Mexico, 
500,000 acres in the Oklahoma Panhandle, and 93,000 acres in southwestern Kan- 
sas. Elsewhere, severe buildups have occurred in Montana, Wyoming, Arizona, 
California, Oregon, and Idaho. In certain parts of the area the buildup is very 
severe. The entire problem is complicated by drought conditions in most of the 
infested area. While extreme weather conditions unfavorable to grasshopper 
populations could reduce the threatened outbreak, present evidence makes it 
imperative that planning for cooperative control action be undertaken immediately 
and assurance given to cooperators that funds will be available. 

Based on previous experience it is estimated that some 2,600,000 of the 6 million 
acres will require control during 1955 to avert serious damage or extensive migra- 
tions. Approximately 80 percent of this area, or about 2 millions acres, is in 
State and private ownership on which control costs would be divided two-thirds 
from States, counties, and organized groups of landowners, and one-third from 
the Federal Government. The estimated overall cost per acre on these lands is 
expected to average about 60 cents, which would amount to a total of $1,200,000 
with the Federal share limited to approximately $400,000. Approximately 
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600,000 acres of the grasshopper infested area which needs to be treated in 1955 
involve lands under the jurisdiction of the Departments of Agriculture and 
Interior. Work on these lands would be financed largely from the contingency 
fund with the remainder being provided from land-managing agencies and the 
land users. At 60 cents an acre, or a total cost of about $360,000, approximately 
$330,000 would be needed from contingercy funds. In all, a total of $730,000 of 
contingency funds is required. 

The Federal Government has been endeavoring to have the States assume 
more of the burden for this control program and the recent requirement for the 
States, counties, or landowners to assume two-thirds of the costs has been a 
major effort in this direction. Four States, Arizona, Colorado, New Mexico, and 
Wyoming, are now providing the necessary funds for their share of the cost in 
any area where control operations are considered necessary. In these States, the 
control program has been very effective and the threats of serious outbreaks are 
now much more limited and less costly to control. Other States, which have 
been participating in the program in a more limited way, confined usually to areas 
of greatest infestation, are now working to provide the financial support for fully 
cooperative programs. This is expected to add to the immediate demand for 
Federal participation in the program, although over a period of years, the more 
effective control operations should reduce the total cost. 

The Department, cooperating with the Department of the Interior, has the 
definite responsibility for controlling grasshopper infestations on Federal lands and 
preventing their spread to surrounding privately owned farm and range lands. 


OTHER EMERGENCIES 


In planning for the remainder of the fiscal year, it is estimated that $94,000 
should be available, as shown in the following table, to provide sufficient funds to 
meet unexpected developments in connection with the Mexican fruitfly, khapra 
beetle, European chafer, burrowing nematode, or other contingencies that may 
arise. 


STATUS OF THE CONTINGENCY FUND 


The current status of the contingency fund is as follows: 
Appropriated, 1955 _ - 


OFS IU WEE A Seeeldse JOC e sul ....-. $400, 000 
Less approved releases for control programs as follows: 
Mexican fruitfly (for cooperation with the Republic of 
Mexico, California, and Arizona) _-___-________- _ $135, 000 
Khapra beetle (for cooperation with Western States in an 
effort to eradicate khapra beetle) _____.--_-----_--- 56, 000 


European chafer (for cooperation with New York, Con- 
necticut, and West Virginia in a prevention-of-spread 
UR se ean io areata co ree on og hoe a ane ee 50, 000 
Burrowing nematode ‘(for cooperation with Florida to 


prevent spread into other citrus areas) __----------- 35, 000 
—— _ 276, 000 
Ri GNEUEY WGN. No cine ow can cccoceessbnensees 124, 000 
I eae a i tb bene in opie Pana ne 700, 000 
IRIN en ete Seren ee, Gore ie ce eee ene CLES 824, 000 
Less estimated requirements for grasshopper control -_-__------------- 730, 000 


Balance available to meet other contingencies____..-_-------- 94, 000 


no 
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Amounts available for obligation 


————_—— — —— 
Revised esti- 
mate 


Presently 


available Difference 





$68, 067, 579 | $700, 000 
3, 695, = 
11, 583, 7 


fr 
$67, 367, 579 
3, 695, 400 
11, 583, 756 


Appropriation or estimate 
Reimbursements from non-Federal sources 
Reimbursements from other accounts 


"83, 346, 735 | | 


Total obligations | 82, 646, 735 | 700, 000 


NoTE.— Reimbursements from non-Federal sources above are from proceeds of sales of charts (7 U. 8. ©, 
1387) and personal property (40 U. 8. C. 481 (c)), from payments by non-Federal agencies for overtime work 
and travel performed at meatpacking establishments and veterinary biological establishments and for 
animal and plant quarantine inspection (5 U.S. C. 576; 7 U. 8. C. 394, 396), from cooperating State, county, 
municipal, and private organizations for soil and water convservation work (16 U.S. C. 590a), and from 
refunds of terminal leave payments (5 U. 8. C. 61 (b)). 


Obligations by activities 





| | 
Revised | 
estimate 


Presently 


available | Difference 


| 
Description | 


DIRECT ORLICATIONS 
1. Research: 


(a) 
(b) 
(c) 
(d) 


(e) 
(/) 


2. Plant and animal disease and pest control: 
(a) Plant disease and pest control__-_---._-.---- 8, 
(b) Animal disease and pest control __------..--- | 8, 


Crop research _ - 


Farm and land management research. 


Livestock research 


Administration of pay ments to States, and Terri- 


torial research 


Human nutrition and home economics research 
Utilization research _______- 


Subtotal 


Subtotal 


3. Meat inspection 


4, Obligations 


under 


reimbursements 


| 
_.| $12,070, 000 | 
| 6, 430, 000 
| 5, 692, 000 
732, 000 | 
1, 426, 000 | 
9, 003, 000 | 


35, 353, 000 


972, 000 | 
717, 57 


) 
9 | 


$12, 070, 000 | - 
6, 430, 000 |... 
5, 692, 000 | _- 


732, 000 | 
1, 426, 000 | -- 
9, 003, 000 | .. 


35, 353, oe | 


9, 672, 000 | 
8, 717, 579 


$700, 000 





“17, 689, 579 | 

‘ : 14, 325, 000 
non-Federal | 
------| 3,695, 400 | 


‘from 


18, 389, 579 
14, 325, 000 | 


700, 000 


3, 695, 400 | 


700, 000 


71, 062, 979 | “1, 762, 979 


OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM 
OTHER ACCOUNTS 
1." Research: 

(a) Crop research. ald 

(b) Farm and land. manage ment research ____- 

(c) Livestock research 

(d) Administration of payments to State s, and Terri- 

torial research_ 


$38, 600 | 
61, 600 | 
41, 800 


$38, 600 
61, 600 
41, 800 


3, 500 | 
356 
15, 700 15, 700 |. 


BP Ba cenia i 


| 
| 
3, 500 | 
(ec) Human nutrition and home economies research ___- 356 | 


(J) Utilization research 


Subtotal_- 
2, Plant and animal disease and pest control: | 
(a) Plant disease and pest control. 
(6) Animal disease and pest control__ 


161, 556 161, 
| | 
16, 700 | 
10, 220, 000 | 
“10, 236, 700 | “10, 236, 700 
811, 800 | 811, 800 | 
373, 700 | 373, 700 


16, 700 
10, 220, 000 


Subtotal 
3. Meat inspection ai 
4. Other services performe d__ 


Total obligations payable out of reimbursements from 


other accounts ------ 11, 583, 756 11, 583, 756 


Total obligations__..-.-- 82, 646, 735 83, 346, 735 $700, 000 
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Obligations by objects 


Object classification 


| Presently 
available 


Revised 
estimate 





SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees. - - - --- 
Number of employees at end of year- - -- 


Personal service obligations: 
Permanent positions 
Positions other than permanent ; 
Regular pay in excess of 52-week base - 
Payment above basic rates 


Other payments for personal services-_-........--.--..------ 


Total personal service obligations --_---.--....---- 
DIRECT OBLIGATIONS 


Personal services 
Travel 
Transportation of things 
cba sn memanseicns 
Rents and utility services 
Printing and reproduction 
Other contractual services - 
Services performed by other agencies 


Is isin sci hee ne newndersugeusakseds 


Equipment 
Lands and structures--_-____....---- 
Refunds, awards, and indemnities: 
Awards for employee suggestions 
Brucellosis indemnities 
Scrapie indemnities 
Tuberculosis indemnities 
Golden nematode control indemnities 
Federal tort claims_____-- ~~ ---- 
15 Taxes and assessments.. 
Contingency fund 


A oe 
Deduct charges for quarters and subsistence 


Ae ae Fa Shinn winnie ee 


OBLIGATIONS PAYABLE OUT OF REIMBURSE MENTS FROM OTHER 
ACCOUNTS 

01 aia 

02 
03 
04 
05 
06 
07 
08 
09 
13 


15 


Personal services__-__-- 
nents tadetin Sl a er deeeees 
Transportation of things_- 

Communication services ---_--. 

Rents and utility services 

Printing and reproduction. a ae 

Other contractual services_ ___ 

Supnlies and materials_____..___--- ee od Oa Oe sie 
NR s tas sw aeen- em ca lida tensa area 
Refunds, awards, indemnities: 


Taxes and assessments 


Total obligations payable out of reimbursements from 


other accounts 


Total obligations 


Average salaries and 


EG oo... wnatcceadscdaastenaie 


11, 964 
1, 523 
12, 661 
14, 608 


| eerie 


$53, 443, 696 
5, 913, 625 
207, 704 

3, 431, 475 
2, 200 | 


62, 998, 700 





57, 387, 400 | 
1, 990, 000 
265, 100 
531, 600 
579, 800 
475, 300 
| 2,173, 900 
| 1,539, 400 
3, 314, 979 | 
1, 486, 300 
189, 900 


3, 300 
548, 500 
40, 000 
325, 000 
30, 000 
300 

135, 200 
124, 000 


71, 139, 979 
—77, 000 


71, 062, 979 





5, 611, 300 
105, 300 
8, 900 

30, 300 

6, 300 

65, 100 
68, 900 
444, 056 
135, 000 


5, 100, 000 
8, 600 


11, 583, 756 | 





grades 


57, 450, 200 
2, 032, 300 
285, 100 
534, 600 
581, 000 
475, 390 

2, 314, 400 
1, 539, 400 
3, 768, 979 
1, 488, 800 
189, 900 


3, 300 
548, 500 
40, 000 
325, 000 
30, 000 
300 


138, 900 
94, 000 


—77, 000 


71, 762, 979 


5, 611, 300 
105, 300 

8, 900 

30, 300 

6, 300 
65,19 


68, 900 |. 


444, 056 
135, 000 


5, 100, 000 


’ 


11, 583, 756 


82, 646, 735 | 83, 346, 735 


71, 839, 979 
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GENERAL STATEMENT 


Mr. Wuitren. We will be glad to hear your general statement, 
Mr. Hoyt. 

Mr. Hoyt. Mr. Chairman, the $400,000 contingency fund which is 
available for this year, has been utilized to carry on some emergency 
programs that developed during the year so that we do not have that 
amount now available. There is a balance at this time, I believe, 
of $124,000. 

FINDINGS OF FALL SURVEYS 


The fall grasshopper survey shows that we have a grasshopper popu- 
lation building up on some substantial areas. There is something like 
6 million acres of rangeland on which there is buildup. Out of that 
the survey shows that 2.6 million acres are going to require treatment 
during this coming season, barring, of course, weather that is unfa- 
vorable to the development of grasshoppers in the spring. Of that 
amount about 80 percent is in areas where we cooperate with the 
States and with the private owners in applying grasshopper control. 
The total cost to the Department, therefore, would be in the neigh- 
borhood of one-third of the amount necessary to handle that acreage, 
or approximately $400,000. This leaves us about 600,000 acres which 
are on lands belonging to the Federal Government. This program 
calls for a large part of the payment of the funds appropriated for 
this purpose, which cost, I believe, is estimated at 60 cents an acre, 
and would necessitate a total of $330,000 for that work. It is figured 
that the total of that would be $360,000, and we thought that we 
could pay from the balance now available on the contingency fund 
for that, $30,000, so that we are estimating a need of $330,000, mak- 
ing in all a total of $730,000 for this program, 


PROGRAM CHANGED IN RECENT YEARS 


The grasshopper-control program has undergone a good many 
changes in recent years. As you know, we started out a number of 
years ago with a program whereby we were furnishing materials over 
arge areas, and we had some extensive infestations of heavy popula- 
tion with a great deal of damage. That situation changed almost over- 
night because of the development of new insecticides which made the 
control work very much more effective, and also subject to better 
methods of application. 

We had in the early days—and I think a number of the members of 
the committee will recall this—programs that were limited to cropland 
and it was just not possible to extend the operations into the range 
areas. As the materials for destroying grasshoppers have become 
available, however, emphasis on that program has been changed and 
Federal money is no longer going into the control of grasshoppers on 
croplands. 

CURRENT PROGRAMS 


We do some educational work in cooperation with State agencies, 
so that farmers may be apprised of new effective methods and materials 
and how to use them, but beyond that we have not participated in the 
cropland grasshopper control programs. 
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Emphasis has been put on the control of grasshoppers on these 
rangelands from which the grasshoppers build up and invade large 
areas. With that new method now it is possible, by air, to treat an 
acre of land with 2 ounces of aldrin in a gallon of oil which actually 
destroys the grasshoppers on that acre of land; it is very effective, 
very readily applied, and we have had no difficulty in its use. 

I think that is about the story, Mr. Chairman. 

Mr. Wuitten. Mr. Hoyt, I recall that during the period when the 
emergency appropriation request for this purpose went to a special 
committee, which had little or no chance to go into the matter, it 
developed that for a period of some 15 years you always had a grass- 
hopper emergency, and a large annual appropriation. - This committee, 
after it had been assigned this responsibility, has taken action that 
was very sound, in that we have set up this joint approach with the 
States. We are pleased to note the results as they have been testified 
to us here in recent years. 


STATE RESPONSIBILITY FOR CONTROL WORK 


I note that Arizona, Colorado, New Mexico, and Wyoming are 
meeting their share of the cost of this control operation. How about 
the other States, such as Texas, Oklahoma, Kansas, California, and 
other areas? 

Mr. Hoyt. Some of the States you have mentioned there, Mr. 
Chairman, are not possibly going to be in the same difficult situation 
this year. But there are some of them where the grasshopper popu- 
lation is building up, such as Texas. We have a different situation 
there from that in other States, because up until now, the State, as 
such, has not made any real provision to meet the grasshopper 
emergency situation. 

Mr. Wuitten. Mr. Hoyt, I am glad to see that the Federal Govern- 
ment is moving in and stopping something before it spreads and be- 
comes a major calamity, so to speak. But I have also noted through 
the years that if the Federal Government steps in and meets the local 
program, which it must do in many instances because it must act 
quickly, the Federal Treasury becomes the regular source of funds to 
meet the problem. I do not know as to what portion should be 
Federal and what part should be State, but it is my observation that 
the local people and the States will lend a little better effort when there 
is some local contribution to it. And I would like to express a caution 
that, if this committee goes along with the supplemental request, 
while you may have to use some of it to go in on your own in some of 
these areas, you must have a definite understanding that any further 
continuance of this work will be contingent upon some local endeavor 
on the part of the States and counties to meet their share of the 
responsibility. I would like to have you report next year as to what 
the action has been in the matter, and how it has been handled. 

I note that some of this is to be expended on federally owned land. 

Mr. Hoyr. Yes. 

Mr. Wuirren. But even on that land, there is a joint interest in 
this problem. Personally it would not be my recommendation to tie 
it down, because I know there are some places where you will have to 
move in on your own, but there should be some notice to the other 
folks that it is a 1-year proposition, and that any continuation of it 
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will be contingent upon being able to work out what appears to be a 
fair ratio of local and State contribution. 

Mr. Hoyr. Yes. We appreciate very much that fact that we are 
not held to a hard and fast understanding on this. But on the other 
hand, we are trying to maintain just that sort of situation in dealing 
with the States. 

Mr. Wuirren. I am sure you are. 

Mr. Hoyr. If I might go a little further and tell you what is 
going on. 

Mr. Wairren. Certainly. 


SITUATION IN TEXAS 


Mr. Hoyt. First, about the situation in Texas, in the area in which 
it looks like we are going to have to carry on the work this year, the 
farmers are working now to raise the money, two-thirds of the total 
cost, with the sympathy of the State, but with no direct help from the 
State; so that we expect to have the full cooperative relationship, even 
in Texas, where they have no appropriated funds for this program this 
year, and I think that speaks very well. 

Mr. Wuirren. I want to say again that it is my belief—and I be- 
lieve that of the committee—that the problem needs to be met. But 
in handling it, we do want to build up a local feeling that this is some- 
thing that will continue year after year. If the feeling is built up that 
the Federal Government will pay for it, we will get right back to where 
we were some few years ago when we had these continuous emergencies. 
There will always be enough local problems, and where the Federal 
Government will pay for it, there is a tendency for it to grow. I am 
glad to have your report on it. 

Dr. Cuarxson. Mr. Chairman, we will be very glad to report to 
you what has been done, and I think you will find it is very satis- 
factory. 

Mr. Wuirren. I am gratified in the way this matter has been 
handled. I just wanted to call that phase of it to your attention. 

Are there any questions? 


BURROWING NEMATODE IN FLORIDA 


Mr. Natcuer. Mr. Chairman, Mr. Horan and I were privileged 
to make a trip to Florida several weeks ago at which time we inspected 
the Department’s laboratories and the setup there insofar as the 
burrowing nematode is concerned. You are acquainted with the 
work that is being done there, of course? 

Mr. Hoyt. Yes. 

Mr. Natcuer. I want to commend the Department and your 
Division, Mr. Hoyt, for the splendid work that has been done 

I found complete cooperation between the Department of Agri- 
culture and the State of Florida and the citrus industry. They have 
done a lot of fine work and I believe that they are on the road to 
success so far as this burrowing nematode is concerned. We traveled 
in Polk and Lake Counties in Florida and we passed through 700- and 
800-acre groves on one side of the road where the tree leaves would 
be black green and full of fruit on the trees and on the opposite side 
of the road, the tree leaves light green in color and not much fruit 
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on the trees, with leaves falling out of the top of the trees, and here 
we have the burrowing nematode. 

We traveled on down the road further, and here you could see 
where they had gone under the road, and where, in the first two rows 
in a fine orchard or grove, it showed the damage that I speak of. 

I think that a lot of good work has been done along this line, and, of 
course, in some instances, I think the work could be improved upon 
some, because, as far as the equipment is concerned and the physical 
setup in Florida is concerned, there is need for improvement at the 
present time. From the standpoint of the work of the Department, 
as well as from the standpoint of the State and the citrus industry, 
good work is being done. I just wanted to make that statement 
at this time, Mr. Chairman. I think a lot of fine work has been done, 
and Mr. Horan and I were very much impressed, Mr. Hoyt, with our 
trip. We were very much impressed with what we saw. 

Mr. Hoyt. Thank you. 


INCREASE IN CONTINGENCY FUND 


Mr. Wuitten. This is a considerable increase over the amount of 
money which has been available in prior years. I realize the nature of 
the condition that may cause the buildup, but I do want to say that 
should the committee see fit to provide this money, it should be made 
only on an emergency basis. I hope in considering the expenditure 
of this fund, the fact that it has been made available will not mean 
it all should be expended unless particular action is required. 


POSSIBLE INCREASE FOR 1956 


Mr. WHEELER. I might point out in this connection, Mr. Chairman, 
that while we do not yet have an estimate for 1956, I think it is only 
fair to indicate that the condition which causes us to be here with a 
supplemental for 1955 will probably not be overcome by the close 
of this year, and that the same conditions may later require some 
reconsideration of the 1956 amount. I felt that I ought to point that 
out at this time. 

Mr. Wuirten. I appreciate that, Mr. Wheeler. 

And I want to say again that, if the committee sees fit to allow the 
$700,000, we are not saying that you must spend it. We hope you 
can work out some proper arrangement with the localities that use 
the money. 

UniForM ALLOWANCE 


My attention is called to another supplemental item in House 
Document No. 88 in connection with the Agricultural Research 
Service, wherein there is a request for funds for uniform allowances 
resulting from the so-called fringe benefit bill adopted last year. 

I would like somebody to tell us why uniforms are required, and 
why they should be paid for by the Government. 

Mr. WHEELER. Mr. Whitten, I would like to explain this proposal. 
As you pointed out, title 4 of Public Law 763 of the 83d Congress 
authorizes an appropriation for the payment of not to exceed $100 
annually for individuals for uniforms in those cases where the agency 
had an existing regulation at the time of the passage of the law, 
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requiring employees to wear prescribed uniforms in the performance 
of their official duties. 

The law goes on to state that the head of any agency, to which any 
such appropriation is made, shall, out of the fund made available to 
such agency, furnish to each such employee such uniform, at a cost 
not to exceed $100 per annum; and, second, that the allowances for 
defraying the expenses for the acquisition of such uniform, an amount 
of not to exceed $100 per annum may be prescribed in accordance 
with such rules and regulations as may be promulgated under 
section 404. 

Section 404 places on the Director of the Budget Bureau the 
responsibility for issuing rules and regulations with respect to this title. 

The Budget Bureau has issued regulations indicating that before 
any such allowances are made, the Department shall review and 
redetermine the necessity for the requirement that these employees 
wear uniforms. There is also the prerequisite that the Congress 
authorize the use of funds for that purpose, either by making an 
appropriation or authorizing the use of available funds. 

Uniformly, as I understand it—at least, it is the case in this Depart- 
ment—the payments are to be made from existing funds, so that the 
proposal before you does not require the appropriation of additional 
funds. 

Now, the new language for the Agricultural Research Service, 
would permit the use of funds for the payment of uniform allowances 
to the plant quarantine inspectors. The plant quarantine inspectors 
have for many years been required to wear a specified type of uniform 
on the basis that they are official representatives of the Government 
with regulatory duties, and that it is necessary for them to be properly 
identified in a manner commensurate with the responsibilities they are 
performing at docks and other ports of entry to the United States. 

The uniforms that have been required, as I say, for a good many 
years, consist of a gray suit, white shirt, black woven tie, black shoes, 
and a cap which is made in accordance with detailed specifications. 
These inspectors are required to wear the uniforms when they are 
engaged in their inspection activities. 

It has been determined that the making of an allowance would be 
more economical to the Government in this undertaking as authorized 
under. the law, than to purchase the uniforms and assign them to the 
employees. 

A uniform allowance of $100 would avoid the administrative costs 
involved in setting up for a relatively small number of people a uni- 
form purchase and distribution service within the Department. This 
contemplates roughly reimbursement on the basis of about two uni- 
forms a year, which experience indicates is what they use. 

Mr. Wnuitten. Thank you, Mr. Wheeler, for your statement. 

May I say that the problems would have been greater had there 
not been a change to the bill as originally introduced, because it 
provided for the repair and care of uniforms, which would have 
meant your picking up the check for pressing, darning, and that sort 
of thing. 

TRAVEL PER DIEM RATES 


Mr. ANDERSEN. Mr. Chairman, Mr. Wheeler’s comment relative 
to the uniform allowance recalls to my mind something that is of a 
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general nature but which I would like to broach here because I forgot 
to ask of him this question previously. 

Mr. Wheeler, is there a proposal on the part of the Department to 
ask for an increase in the allowance per diem of men traveling for the 
Department? I understand that the allowance today is $9; is that 
correct? 

Mr. WHEE ER. Yes; $9. 

Mr. AnperRsEN. I also have information that it is very difficult for 
these men to keep within that allowance. 

Mr. WHEELER. It is. 

Mr. Anprersen. If they are assigned to travel, they really have to 
pay a part of their salary to carry on the work where they are required 
to work on behalf of Uncle Sam. Do you find that such things as 
that exist? 

Mr. WHEELER. Yes, indeed, we do, Mr. Andersen. We find that 
in many cases the $9 per diem is not sufficient to reimburse the traveler 
for out-of-pocket costs. 

The Department, over the years, has taken a very careful and con- 
servative approach to the fixing of per diem rates, and it might sound 
a little contradictory to you when I say that on the one hand the $9 
is frequently insufficient, but to point out to you on the other hand 
that only about 17.4 percent of our travel in the fiscal year 1954 was 
reimbursed at a rate as high as $9 per day. We try to look at the cir- 
cumstances, the area in which the employees travel, and we try to 
analyze the average cost, and fix a per diem that most nearly compen- 
sates him for his actual out-of-pocket costs. 

We find that much local travel in the counties is still at rates rang- 
ing from $8 to less than $5, which is adequate in the particular cir- 
cumstances. On the other hand, I would again emphasize that a 
great deal of travel is required in large metropolitan areas where the 
maximum of $9 is inadequate. 

Mr. ANpERSEN. I know of one gentleman in the Department who 
tells me that whenever he is assigned to road work, it simply means 
that he must expend $2 to $4 of his own funds per day in order to 
meet the obligations which come under this head. 

I did not think it would do any harm, Mr. Chairman, to bring this 
matter into the open, with a view to determining if the Department 
is considering some means of doing something on this problem. 

Mr. Wuirren. Thank you, Mr. Andersen. 

Mr. WHEELER. The Executive Branch of the Government is givin 
very careful consideration to that, and I understand that a proposa 
will be made to the Congress with respect to the per diem rate, with a 
view to fixing an amount that will overcome the difficulty you raise. 
That will be handled across the board and not just for the Department 
of Agriculture. 

Mr. Wuirten. As I understand your testimony, what you mean is 
raising the ceiling on the travel allowance? 

Mr. WHEELER. Yes. 

Mr. Wuirten. So that travelers could meet their actual out-of- 
pocket expense. 

Mr. WuHeeEter. That is right; also in actual practice, we could 
continue to set a rate below that ceiling, if that amount is not needed. 

Mr. Wartten. Thank you very much, gentlemen. 
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J. GEORGE STEWART, ARCHITECT OF CAPITOL 
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Mr. Rooney. The committee will come to order. 


CARE OF BUILDING AND GROUNDS 


The first item to which we shall direct our attention this morning is 
a supplemental request for the Judiciary contained in House Document 
No. 88, page 5 thereof, a request in the amount of $12,500 for care of 
building and grounds, Supreme Court. 

The eosmnie reads as follows: 

For an additional amount for “Care of the building and grounds’’, $12,500, 
to remain available until J une 30, 1956, of which $8,500 shall be available for expendi- 
ture without regard to section 3709 of the Revised Statutes, as amended, for purchase 
and installation of a sound reinforcing system in the courtroom and adjacent areas 
and of a tape recording system, including necessary incidental expenses. 

We shall be pleased to hear from you, Mr. Justice Burton, with 
regard to this request. 

Justice Burron. Mr. Chairman and gentlemen, the Architect 
of the Capitol will make the detailed presentation, but there is a word 
I would like to say first. 


SOUND-AMPLIFYING SYSTEM 


This relates to the installation of a sound-amplifying system in our 
main courtroom which we have had under experimentation since 
the beginning of the term. 

It relates also to purchase of a tape-recording system, since we had 
no recording system in the Court whatsoever, and to the conversion 
of the pages’ locker room and adjoining room into an exercise and 
shower room. 

Ever since our building has been in operation there has been com- 
plaint about the acoustics of the main hearing room. Unlike the old 
Senate Chamber here in the Capitol, which is ideal, it is difficult for 
any one to hear except the lawyer and the Judges. 

59135—55——16 
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The Judges can hear the lawyer and the lawyer can hear the Judges, 
but even the Judges on the end of the bench cannot hear each other 
very well. It is a long, straight bench. 

The public come to hear the proceedings but, without amplifica- 
tion, they rarely hear the arguments. 

This term through the cooperation of the Architect we induced the 
American Amplifier & Television Corp., on their own, to do some 
experimenting to see if this could be improved. 

Ever since last October they have had an experimental system in 
operation, and it has worked out extraordinarily well. Reports on it 
have been excellent. It has helped the Judges on the bench both on 
opinion days and during hearings. 

This is a nonrecurring item, ‘amounting to $6,100, and we believe 
it will be of substantial benefit to the public and to the Court. If 
we are to have a hearing room it is important for people who come 
there to hear something. 

As to the tape-recording system, we never have had any court re- 
porting system. We have never had a court stenographer, but it has 
been felt that it would be of advantage in some of the important 
arguments to have a recording of those arguments. Accordingly we 
recommend, as @ nonrecurring item, in addition to the amplit fying 
system, a tape-recording system, which would cost $2,400. 

The other item Mr. Stewart will take of. 

If there are questions I will be glad to answer them. 


CONVERSION OF PAGE BOYS’ LOCKER ROOM 


Mr. Rooney. The other item is for the conversion of the page 
boys’ locker room and adjoining room on the ground floor into an 
exercise and shower room. 

Justice Burton. There is now a locker room, but the Court, unlike 
the Senate and House, has no exercise room whatever. 

The locker room readily can be altered so that we may have a 
steam cabinet and an exercise room right beside the first-aid room. 

The Chief Justice is particularly interested in having this put in at 
the present time. 

SOUND AMPLIFYING SYSTEM 


Mr. Stewart reminds me, and I meant to emphasize this in the 
opening statement, that the experimental period we have gone through 
with American Amplifier & Television Corp. has been successful and 
helpful but it has been on a purely experimental and temporary basis. 

If this item is approved on the basis of a negotiated contract with 
them, it will not be necessary to go through another experimental 
period with whomever wants to bid on it. It is a comparatively small 
item, the Amplifier Corp. has done the experimenting, and we are 
hopeful Congress will authorize these people to have the contract. 
Their part of it is $4,950, the rest goes for architectural and incidental 
expenses. 

We endorse this organization in view of the satisfactory experimen- 
tation. 

Mr. Roonry. Mr. Stewart, what figures do you have? How did 
you arrive at these amounts? 
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Mr. Stewart. The amount of $6,100 includes an estimate of 
$4,950 given by the American Amplifier @ Television Corp. as the 
cost of the sound-reinforcing system and $1,150 estimated by the 
Architect of the Capitol as the cost of necessary architectural services 
and incidental expenses. The cost of the tape recording system 
proposed to be furnished by the American Amplifier & p slevision 
Corp. is estimated by that company at $2,400. 

So far as we can ascertain from checks made, these figures are well 
in line and we feel they would compare favorably even in an open 
competitive market. 

I might say here, in order to have no confusion over the $1,150 set 
aside for architect’s fee on this amplifying system, that amount 
doesn’t go to my office for the employment of an architect on our rolls. 

i « in these cases, we call in the architect who designed the 
building. In this case, Mr. Cass Gilbert who was the architect is 
now deceased. 

We, however, called on his firm, because he was responsible for the 
architecture of the interior and exterior of the building. 

In order to conceal properly the speaker and other parts of the 
amplification system in the courtroom it will require careful designing 
and refinement to take care of that aspect. So the $1,150 is an 
estimate of ours 

Justice Burton. I might add, although Cass Gilbert is dead, his 
son, Cass Gilbert, Jr., who finished the building after his father died, 
is here and in close touch with this situation. 

Mr. Stewart. That money, however, does not go to my office, but 
goes for an architectural fee. 


CONVERSION OF PAGE BOYS’ LOCKER ROOM 


Now we come to the conversion of the page boys’ locker room. It 
seems to me from the surveys we have made for the Court that the 
space now there can be utilized to more advantage if this change is 
made. 

Mr. Roonery. How do you arrive at the figure $4,000? 

Mr. Stewart. I have the breakdown of the estimate here. Shall 
I read the different amounts? 

Mr. Rooney. Yes. 

(The information is as follows:) 


Breakdown of estimate 


Plumbing 
Masonry work 
Titlework 
Marble work 
Carpentry work 
Mr. Roonery. Any questions, gentlemen? 
Mr. Coupert. Off the record. 
(Discussion held off the record.) 
Mr. Rooney. Thank you very much, Mr. Justice Burton. 
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SALARIES OF JUDGES 


Mr. Roonry. The next item, gentlemen, is that contained in 
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House Document No. 88, page 5, “Court of appeals, district courts, 
and other judicial services, salaries of judges,’ for an additional 
amount of $101,000. 

What have you to say about this, Mr. Chandler? 


SUMMARY JUSTIFICATION DATA 


First, let me insert pages 5 and 8 of the justifications for the recurd. 
(The information referred to is as follows:) 


Salaries of judges, 1955 
Appropriation to date $5, 472, 500 
Obligations to Dec. 31, 1954 2, 733, 625 
Expenditures to Dec. 31, 1954 2, 651, 886 
Budget estimate next fiscal year 5, 728. 000 
tint chai decehdinatials niet Sede mins hitintiselitin utigen eaten ie 101, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds requested herein are needed to pay the salaries of new 
judges authorized by the act of February 10, 1954 (Public Law 294, 83d Cong.) 
beyond the number of 15 for whom provision was,made.in the-annual appropria- 
tion act for 1955, the Government’s share of the cost of employees’ group life’ in- 
surance pursuant to Public Law 598, approved August 17, 1954, and the annuities 
of 6 widows of Supreme Court Justices in accordance with Public Law 702, ap- 
proved August 28, 1954. 


SUMMARY OF ADDITIONAL REQUIREMENTS 


The additional amounts needed for the purposes explained herein are sum- 
marized as follows: 
I en cee ae te $66, 000 
Annuities for widows of Supreme Court Justices____________-_------- 26, 667 
Government’s contribution toward cost of employees’ life insurance - - - 


Total supplemental funds requested 101, 000 


Mr. Cuanpuer. Mr. Chairman and gentlemen of the committee’ 
the annual appropriation for the current year was made on the basis, 
as indicated in the hearings in the Senate and.the report of the Senate 
committee, that 15 of the 30 judges authorized by Public Law 294 
would be appointed. The pending request is for an amount to pay 
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the salaries of judges above 15, and also to pay 2 other items to which 
I shall refer. 

Mr. Rooney. When you say above 15, how many above 15? 

Mr. CHANDLER. This estimate which is submitted will provide for 
the service of 5 judges who are already in office and functioning above 
15. The amount for that purpose is $28,500. That is for judges who 
are already appointed and functioning. 

Mr. Preston. Off the record. 

(Discussion held off the record.) 


SALARIES OF NEW JUDGES 


Mr. Rooney. Then as I understand it, you have here a request 
for money for 10 judges who have not as yet been appointed by the 
President and not yet confirmed by the Senate? 

Mr. Cuanpbter. That is right. 

Mr. Roonsry. There is no way of telling now when they will be 
appointed and when they will be confirmed by the Senate. 

Mr. Cuanpter. I cannot tell, but, Mr. Chairman and gentlemen, 
the law for the additional judges was passed February 10 of last year. 
Twelve months have elapsed. There is serious need for the additional 
judges in every one of the courts to which the appointments have not 
been made. 

Mr. Rooney. I would take it that there is need for these judges or 
the Congress would not have authorized them, but at the moment 
I do not see why we should vote the taxpayers’ money until you need it. 

Mr. CHanpier. Well, when a judge is appointed, and when he is 
confirmed and enters his duty, salary accrues. I am obligated to pay 
it. I do not know when the next supplemental—— 

Mr. Roonny. Mr. Chandler, you know all the mechanics of a sup- 
plemental appropriation request, and at such time as you need the 
money you can make such a request. I think you know that. 

Mr. Cuannuer. Very well, sir. 

The only thing I wanted to say, and I will say just this one more 
sentence, is that administration is difficult if judges come in and there 
is not an existing provision to pay them. It is always uncertain when 
provision for payment of them and payment of their supporting 
personnel can be secured, but the amount for the judges already 
functioning is $28,500. 

Mr. Rooney. All right. 


ANNUITIES FOR WIDOWS OF SUPREME COURT JUDGES 


Now tell us briefly about the $26,667 for annuities for widows of 
Supreme Court Judges. 

Mr. Cuanpuer. The preceding Congress, toward the end of its 
last session, provided for pensions of $5,000 annually to widows of 
Justices of the Supreme Court. Those pensions were to take effect as 
of the Ist of August. There are six such persons who are now receiving 
the $5,000 annual pension, and the proportionate cost for the current 
fiscal year is $26,667. 
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COST OF GROUP LIFE INSURANCE 


The only other item is the cost of the Government’s part of the 
cost of group life insurance for the judges. 

Mr. Roonry. How do you arrive at the figure $8,333? 

Mr. Brown. It is based on payroll information down through the 
month of January and the projection of the average cost through the 
remainder of the year. 

Mr. Roonry. Any questions, gentlemen? 

Mr. Preston. No questions. 

Mr. Bow. No questions. 

Mr. Coupert. No questions. 


SALARIES OF SUPPORTING PERSONNEL 


Mr. Roonry. The next item is at page 6 of House Document No. 88, 
the top of the page, entitled “Salaries of supporting personnel,”’ 
$145,300. 

This appears beginning at page 18 of the justifications. 

There is a table at the bottom of page 25 which breaks down the 
$145,300 request which we shall insert in the record at this point. 

(The information referred to is as follows:) 


Summary of supplemental request 


Provision for salaries of supporting personnel for new judges beyond the 
amounts currently provided for 15 of the new judges 

Clerical assistants for United States Commissioners 

Changes in arrangements for court reporters 

Government’s contribution toward cost of employees’ group life insur- 


Total supplemental appropriation requested 


Mr. Rooney. Very well; Mr. Chandler. 

Mr. CHanpbter. I will say at the outset that the amount asked, 
which was indicated in the justifications, is $145,300, is reduced to 
$142,700. I will give the items which make it up. 

The first and major element in that is for personnel for the addi- 
tional judges above 15. 

Mr. Roonry. How much of this is for the five new judges who 
already have taken their places on the bench? 

Mr. CHANDLER. $36,710. 

Mr. Rooney. What about the next item, clerical assistants for 
United States commissioners? 

Mr. Cuanpb.Ler. There are two statutes, one relating to the District 
of Columbia, passed in 1953, which provides that the commissioner 
for this district may employ clerical assistants in a number to be 
approved by the district court. The court has approved the employ- 
ment of two assistants, and the salaries for the current year are 
$8,855. 

Mr. Roonery. Are these the two assistants for Commissioner 
Lawrence, a GS-9 and a GS-6? 

Mr. CHANDLER. Yes, sir. 

Mr. Rooney. If I recall correctly they are in the budget which we 
have already inquired into for a total of about $8,000. Am I correct? 

Mr. Brown. They are in the 1956 estimates, too, Mr. Chairman. 

Mr. Rooney. For how much? 
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Mr. Brown. The same amount. They have been on for the full 
12 months of this year. It was not included in our appropriation for 
the current year. 

(Discussion held off the record.) 

Mr. Rooney. In the 1956 budget you have 1 clerk, GS-9, at page 
103, for $5,060, and 1 secretary, GS-6, for $3,795, a total of $8,855. 
How do you jibe that with this $12,000? 

Mr. Cuanbter. I beg your pardon—$8,855 is for the Commissioners 
of the District of Columbia, and the $3,175 is for clerks of commis- 
sioners in other parts of the country to be appointed under another 
act which was passed at the end of the last Congress, and which 
provides that when in the judgment of the Administrative Office a 
commissioner is required to give full time to his duties, then he should 
have clerical assistance. ‘That assistance may be provided for him. 

The $3,175 is to provide for 1 quarter, beginning April 1, for 4 
clerks for 4 commissioners, for the last quarter of the year. At the 
present time that number of 4 may be reduced to 3 because of infor- 
mation coming since the justifications were submitted that in one of 
the instances where we considered that that service was necessary, 
it is indicated that it is not. 

So that amount of $3,175 may be reduced to, let us say, $2,400. 

Mr. Roonery. That would make the total how much instead of 
$12,000? 

Mr. CHANDLER. A total of $11,300 for clerical assistants for United 
States commissioners instead of $12,000 as shown in the justifications. 


CHANGES IN ARRANGEMENTS FOR COURT REPORTERS 


Mr. Roonry. What about the $5,600, changes in arrangements for 
court reporters? 

Mr. CHaAnpLerR. The Judicial Conference at its meeting last Sep- 
tember authorized changes in salaries of some court reporters, and the 
appointment of one additional reporter. 

The details are shown on page 24 of the justifications. 

There is an additional reporter for the northern district of Minne- 
sota, whose proportionate part of the salary for the fiscal year 1955 is 
$3,660. Minimum salaries of $4,200 were raised to $4,500. The 
cost of that for the rest of this year is $1,275. And there were in- 
creases in the individual rates of salary of the reporters of two dis- 
tricts, the eastern district of Missouri and the western district of 
Washington, which for the remainder of this year amount to $750. 

Mr. Rooney. With regard to an estimate such as this, $32,400, 
and it is merely an estimate, if it were found by you that that amount 
was in excess of what actually is required as the Government’s con- 
tribution toward the cost of this group life insurance, what would 
happen to the excess? 

Mr. Brown. It would revert to the Treasury. 

Mr. Rooney. You wouldn’t use it for some other purpose? 

Mr. Brown. No, sir. That estimate, Mr. Chairman, is turning 
out to be very accurate. We are within $200 of it right now, and this 
was made up 2 or 3 months ago. 

Mr. Rooney. Questions? 

Mr. Preston. No questions. 

Mr. Maenuson. No questions. 
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Mr. Coupert. Off the record. 
(Discussion held off the record.) 


Mr. Roonry. Mr. Bow? 
Mr. Bow. No questions. 


Freres oF JURORS AND COMMISSIONERS 


Mr. Rooney. The next item is for fees of commissioners and jurors, 
a request for an additional amount of fees of jurors and commissioners 
of $380,000. 

The details of this request appear beginning at page 26 of the justi- 
fications. 

At this point in the record we shall insert pages 28 and 29 of the 
justifications. 

(The information referred to is as follows:) 


District Courts 
Fees of jurors and commissioners, United States courts, 1955 


Appropriation to date_ eee F saehe aes ; $3, 950, 000 
Obligations to Dec. 31, 1954______- aie 1, 491, 929 
Expenditures to Dec. 31, 1954___..__________- t. 2¢ _..-. 1, 491, 929 
Budget estimates next fiscal year Cee eee 
Request =a eer " 380, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds requested herein are needed to pay the fees, expenses, and 
costs; of jurors expected to be called for service in the Federal courts during the 
last half of the fiscal year 1955. 

The upward trend in the costs of juries in evidence during the past several years 
continued into the first helf of the fiscal year 1955. Payments on account of jury 
service for the 6 months’ period ended December 31, 1954, were slightly more 
than 7 percent greater than for the same period of the preceding year. The 
number of jury trials commenced during the latest period for which statistics 
are available, the 5 months’ period from July through November, rose from 1,802 
in 1953 to 1,979 in 1954, an increase of approximately 10 percent. In view of the 
recent addition of more judges for the district courts, it is expected that the 
increase in the use of juries will be even greater during the last half of this year 
than for the first half. 

It is estimated that jury costs in 1955 will amount to $3,680,000 or about 9 
percent more than for 1954 when they totaled $3,376,285. This exceeds by 
$380,000 the amount of $3,300,000 currently available for such purposes and 
forms the basis of this request for additional funds for the current fiscal year. 
Although it is practically impossible to predict with any degree of certainty the 
future demands for jurors’ services, it is our judgment based upon present indi- 
cations that the additional provision reauested hereby will be needed. 


OBLIGATIONS BY MONTHS 


Mr. Roonry. What have been the obligations by months for the 
first 7 months of this fiscal year and the last fiscal year? 

Mr. Brown. I have the total for the 7 months, Mr. Chairman. 
I haven’t got it broken down by months but I can furnish that for the 
record. 

(The information requested is as follows:) 
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Fees of jurors and commissioners, United States Courts, paid during the Ist 7 months 
of fiscal years 1954 and 1954 


Fiseal year 1954 Fiseal year 1955 





Jurors Commissioners Total Jurors Commissioners Total 





ere eg Ooh) OE OG ise ch os. 55258 $44, 154 50, 15: hae 250, 155 
August_. .-.-. 71, 413 $17, 916 89, 329 74, 17 $5,179 | 79, 349 
September 143, 065 18, 033 161, 098 , 60% 30, 652 179, 255 
Cee... bs én ann 301, 116 29, 395 330, 511 292, 65 28, 445 321, 099 
November... : - 331, 168 50, 018 381, 186 376, 49, 809 425, 993 
December 353, 127 53, 812 406. 939 3 5: 45, 027 436, 079 


Subtotal_......- , 244, 043 | 169, 174 1, 413, 217 , ode, 159, 112 1, 491, 930 
JOM ac 0 cd wtvwives é 213, 990 | 34, 456 248, 446 250, 18, 336 268, 735 


Total 1, 458, 033 | 203, 630 1, 661, 663 1, 583, 217 177, 448 1, 760, 665 


The obligations for fees of jurors and commissioners for the first 
7 months of this year, totaled $1,760,665, as compared with the same 
period of last year which totaled $1,661,663. The fees of jurors alone 
totaled $1,583,217 as compared with $1,458,033. 

That indicates that jury costs are running better than 8 percent 
ahead of last year at the present time. 

We based our estimate for this supplemental on an increase of 9 per- 
cent in the costs of juries for the year, so you see we are pretty nearly 
up to it right now. 

Mr. Rooney. What was the situation last month, the month of 
January? 

Mr. Brown. The situation then was 7 percent ahead of the 6 
months for last year, and now it has increased to 8.6 percent ahead 
for 7 months. 

Mr. Rooney. In the event that the amount of this request was in 
excess of the amount needed to pay the fees of jurors and commis- 
sioners, what would happen to the amount in excess? 

Mr. Brown. It would go back to the Treasury, sir. 

Mr. Rooney. Mr. Preston? 

Mr. Preston. No questions. 

Mr. Maenuson. No questions. 

Mr. Couprert. No questions. 

Mr. Bow. No questions. 


TRAVEL AND MISCELLANEOUS EXPENSES 


Mr. Rooney. The next item is travel and miscellaneous expenses, 
for an additional amount of travel and miscellaneous expenses of 
$116,725. 

Do you have a table reflecting a breakdown of this request of 
$116,725? 

Mr. CHANDLER. Yes; there is a table of the expenses other than 
travel broken down on page 36. 

Mr. Roonry. We shall insert at this point in the record the chart 
at page 36. 

(The information referred to is as follows:) 





Proportion 

of recurring 

annual costs 
for fiscal 
year 1955 


| Total esti- 


Nonrecurring 
mated cost 


Object costs 


| 


Transportation of things____- ae cae, i ae 
Communication services 

Penalty mail. - ‘ 
Printing and reproduction 
EES SS EE Ss REM SS 
Equipment: 

General office 





Mr. Cuanpn.er. I would like to say that upon later consideration 
it has been concluded by us that part of this amount of $116,725 
which is asked may well be postponed for grant in the annual ap- 
propriations for 1956 on which we already have been heard. The 
arrount we now ask to have provided to be available this year is 
$56,500 instead of $116,725. I will give you the items which com- 
prise it. 

We are asking for an increase in the amount available for the 
travel of officers of the court for the remainder of this year of $12,500. 

It has been found that although the expenditures for travel have 
been held within the amount carried in the annual appropriation act 
for this year, the restrictions upon the travel of officers of the courts, 
secretaries, and law clerks to judges, and probation officers, have 
really and seriously interfered with their effectiveness. 

I informed you of some of the statements that had come from 
judges when I appeared on the annual estimates for 1956. We are 
asking for this moderate amount of $12,500 for the remainder of this 
year in order that some of the conditions for the balance of the year 
may be alleviated. 

Shall I proceed with the other items? 

Mr. Rooney. Yes. 

Mr. CHANDLER. The next group of items includes some miscellane- 
ous requests for transportation of things, communication services other 
than penalty mail, and so forth, as shown on page 36. These are 
costs for the additional judges, the 5 already appointed and the 10 
who hope will be functioning because of the urgent need for them 
before the end of the year. 

Mr. Rooney. Since the 10 have not as yet been appointed by the 
President and have not as yet been confirmed by the Senate, how much 
of this, I must ask, would apply to them? 

Mr. CHanpier. Can you answer that, Mr. Brown? 

Mr. Brown. Yes, sir. $60,000 of it we are going to suggest be 
allowed in the 1956 estimate rather than here. It is in both estimates 
at the present time, and we disclosed that in the justifications. 

We feel that the provision for the libraries and books for the new 
judges can be put over into 1956 as these costs cannot possibly 
develop this year to a point which would justify appropriating the 
funds in the current year. 

We ask that that be included in the regular bill for 1956. The 
remainder of it, with the exception of $4,450 for recurring expenses 
and the $7,800 in the item for general office equipment, is for the 
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judges presently employed beyond 15, the 5 we actually have in 
service right now. So it is really $60,000 plus $4,450, plus $7,800, 
which would make $72,250 which is applica le to the 10 prospective 
new judges. Therefore, of the total costs shown on page 30 of the 
justifications $31,975 is applicable to the 5 new judges above 15 now 
functioning. 

Mr. Cuanpter. I think the chairman asked about this item of 
$11,325. 

Mr. Brown. That is part of it, also. 

Mr. CHANDLER. I see. 

Mr. Brown. Of that amount, of the amount shown for recurring 
annual costs, $4,450 is applicable to the 10 judges. 

Mr. Roonery. Any questions, gentlemen? 


TRAVEL OF JUDGES 


Mr. Bow. I notice in the justifications on page 34, Mr. Chandler, 
you state although the number of active judges at the present time is 
25 more than the average number for 1954, the amount of $796,000 
currently available for the travel of judges and other court officials 
is actually slightly less than the total amount spent in 1954 of $797,538. 

I wish you would furnish for the record the date those 25 entered 
upon their duties, and also the amount of travel for those 25 

Mr. CHANDLER. Very well, sir. 

(The information referred to is as follows:) 


Statement showing the travel costs incurred in the first 6 months of the fiscal year 1955 
by the 25 judges in service during the current fiscal year in excess of the average 
number in office in 1954, including the travel of their supporting staffs 


| ‘Travel 


| costs 
| incurred 
Circuit or district Name of judge — — Headquarters | July 1, 1954 
| } y through 
Dec. 31, 
1954 


5th Circuit | Elbert P. Tuttle__- . 1,195 | Atlanta, Ga $859. 37 
8th Cireuit *iertin D. Van Ooster- . 9,1954 | Sioux City, Iowa. 344. 16 
| out. | 
Dal Lemmon } 4, 1954 | Sacramento, Calif 176. 34 
| Richard H. Chambers ____) 13, 1954 | Tucson, Ariz__- , 758. 91 
California, northern | Sherrill Halbert Sept. 16, 1954 | Sacramento, Calif___- 44.17 
Colorado Gene 8. Breitenstein _- 3, 1954 | Denver, Colo 54. 38 
J | Emett C. Choate . 2,1954 | Miami, Fla pee 
| Fred M. Taylor 26, 1954 | Boise, idaho | 634. 40 
Indiana, northern W. Lynn Parkinson....._.| Sept. 1, 1954 | Laiayette, Ind_-_-_--. , 456. 41 
Indiana, southern | Gale J. Holder. ___-- . 21,1954 | Indianapolis, a 35. 70 
Missouri, western ---- Charles E, Wh ittaker.- , 19,1954 | Kansas City, Mo---.- 529. 66 
Kentucky, western... -- a . 7,1954 | Louisville, Ky_._--_-- 166. 70 
Massachusetts. ........-| Bailey Ro ade . 29,1954 | Boston, Mass 20. 
Michigan, eastern Ralph M. Freeman. _. --- » 29, 1954 | Detroit, Mich. 320. 81 
Michigan, western | W. Wallace Kent_- ee y 1,1954 | Grand Rapids, Mich.. 453. 08 
Nevada Jorn RB. Hoes. .....-.....-| 2, 1954 | Carson City, Nev-_----| 379. 00 
i Waldo H. Rogers ..--| May 26, 1954 Albucuerque, N. Mex_| 656. 7) 
.--| Edmund L. Palmieri---- » 16,1954 | New York, N. Y : j 
“Do. | Lawrence E. Walsh__---- y 21,1954 |.....do-... canna 7 
Ohio, northern James C. Connell___-_-- Aug. 25,1954 | Cleveland, Obio- Lal 239. 6 
Pennsylvania, western..| John L. Miller. 18,1954 | Pittsburgh, Pa. -_-- 106 
Texas, easvern wa Cecil_.-...-- Sept. 9,1954 | Beaurront, Tex , 932. % 
Stat . Sherrran Christenson __ » 26,1954 | Salt Lake City, Utah , 207 
Virginia, eastern- 7 W alter E. Hoffrran__.....| Sept. 3,1954 | Norfolk, Va 223 
West Virginia, northern.| Herbert 8. Boreman f . 16,1954 | Parkersburg, W. Va -| 
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SALARIES OF REFEREES, UNITED States Courts 


Mr. Rooney. The next item is also at page 6 of House Document 
88, salaries of referees. 

Mr. CHanpLer. At this point, Mr. Chairman, I will give way to 
Mr. Covey. 

Mr. Rooney. Very well. 

This request appears beginning at page 38 of the justifications. At 
this point we shall insert pages 43 and 44 thereof for the record. 

(The information is as follows:) 


District Courts 
Salaries of referees, United States courts, 1955 


Appropriation to date $1, 102, 200 
Obligations to Dee. 31, 1954____- pQULS oh Sis ee 550, 239 
Expenditures to Dec. 31, 1954 

Budget estimate next fiscal year___. 

Request 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


An additional amount of $25,500 is requested for the fiscal year 1955. Increases 
in the salaries of a number of the referees were authorized by the Judicial Confer- 
ence of the United States at the regular annual meeting of that body in September 
1954. The salary increases were authorized effective January 1, 1955. The 
Judicial Conference also created two additional full-time positions at annual 
salaries of $8,000. The changes so authorized increased the annual salary obliga- 
tion in an amount of $47,100. It is expected that $500 of this cost can be absorbed 
and that one-half of the remainder, $23,300, will be needed in the fiscal year 1955. 
To this amount should be added the cost of group life insurance under Public 
Law 598 of the 83d Congress, approved August 17, 1954, estimated at $2,200, 
making the total estimate $25,500. 


The supplemental funds requested in this estimate should be made available 
out of the referees’ salary fund, which is composed entirely of payments by parties 
to bankruptcy litigation for the services of the referees in bankruptcy. The 
added cost will be well within the receipts into the referees’ salary fund in the cur- 
rent fiscal year. 

Mr. Covey. The item for referees’ salaries is to pay for the changes 
made by the Judicial Conference last September to be effective Janu- 
ary 1, 1955, which is a half year. 

The annual cost of those positions is $46,600, half a year $23,300. 

Since this estimate was made up we have had an unusual number 
of vacancies, unusual for us, and 1 have computed the savings result- 
ing from those vacancies. 

They will amount to $4,700. That can be deducted from the 
$23,300, which leaves $18,600, to which should be added the $2,200 
for the group life insurance, or the total of $20,800. 

Mr. Roonry. Any questions? 

Mr. Preston. No questions. 

Mr. Maenuson. No questions. 

Mr. CoupeErt. No questions. 

Mr. Bow. No questions. 


EXPENSES OF REFEREES 


Mr. Roonry. Next is the item entitled ‘“Expenses of Referees,” a 
request for $34,575 additional. 

We shall insert at this point pages 50, 51, and 52 of the justifications. 

(The information referred to is as follows:) 
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District Courts 


Expenses of referees, United States courts, 1958 


Appropriation to date_-_-_. -s Jvitanebeceep See 
Obligations to Dec. 31, 1954_ : *! ne 718, 194 
Expenditures to Dec. 31, 1954__........-.--.-------.- . ic 514, 622 
Budget estimate next fiscal year_______-_-- ; ; ae 746, 500 
Request , 075 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is requested that a supplemental amount of $34,575 be authorized for the 
expenses of referees for the fiscal year 1955. This addicional sum is necessary 
because of the increase in the number of bankruptcy cases in the courts which 
it is believed will exceed original estimates by 10,000 cases in the fiscal vear 1955. 
At the time the 1955 budget estimates were prepared it was estimated that 55,000 
cases would be referred to the referees in the year ending June 30, 1955. It now 
seems clear that the number will equal or exceed 65,000 cases. 


01 PERSONAL SERVICES 


Because of this increase, the Judicial Conference of the United States author- 
ized the appointment of two additional full-time referees, effective January 1, 
1955. Each of these officers will need a secretary and it is requested that the 
personal services allotment be increased by an amount of $3,175 to provide for 
the employment of two grade GS-4 secretaries during the last half of the vear. 

In order to provide for increased service in the bankruptcy courts and to enable 
the referees to handle the increased volume of bankruptcy litigation, it is requested 
that the following allotments in the referees’ expense appropriation be increased 
in the amounts indicated: 


02 T &7, 000 
04 Communications services (penalty mail) --- re pees , 000 


06 Printing and reproduction Sere saree ates eae , 500 
08 Supplies and materials Wetadecaceate , 500 


- 28, 000 

During the first 5 months of the fiscal year 1955, 23,987 bankruptey cases were 
filed as compared with 19,443 cases in the comparable months of 1954, an increase 
of 23.4 percent. Under the Bankruptcy Act (see. 55a), the court must cause the 
first meeting of creditors of a bankrupt to be held not less than 10 nor more than 
30 days after the adjudication of bankruptcy At least 10 days’ notice by mail 
must be given to creditors of the bankrupt of the first meeting and all subsequent 
meetings of creditors, of all sales and other actions enumerated in the section 
involving the rights of the creditors. The increasing volume of cases has caused a 
corrpesponding increase in the travel expenses of the referees, who must travel to 
the various places of holding court in their territories, and in the expense of penalty 
mail, printed forms. and office supplies, used in the referees’ offices. The increase 
in these expenses is in direct relation to the increase in volume of new cases. 

There is also included in the estimate an amount of $3,400 to provide for the 
cost of group life insurance for employees of referees’ offices, which was authorized 
in Public Law 598 (83d Cong., approved August 17, 1954). 

No appropriation from the general funds of the Treasury is required in this 
estimate: It is requested that the supplemental funds needed be made available 
out of the referees’ expense fund, which 1s composed entirely of filing fees and 
special charges paid by the parties to bankruptcy proceedings. Ihe added cost 
will be well within the receipts into the referees’ expense fund in the current 
fiscal year. 


Mr. Rooney. This contains a request for two new positions, an 


increase in travel, communications, printing and reproduction, and 
so forth. 


Mr. Covey. Yes, sir. 

Mr. Rooney. What have you to say about this, Mr. Covey? 

Mr. Covey. The first 2 positions are a clerk for each of the 2 addi- 
tional full-time referees’ positions provided by the Judicial Conference 
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last September for one-half year, $3,175. The next item is an item 
of travel. Last year we expended for travel $36,095. The allotment 
this year is $34,000, about $2,000 less than the amount expended 
last year. 

During the first quarter of this fiscal year we exceeded the expendi- 
tures made in the first quarter of last year by approximately $1,850. 

If that keeps up we will have exceeded it by $7,400. 

Mr. Rooney. Who is doing this travel? 

Mr. Covey. Referees and in some instances their clerks who go 
along and act as minute clerks when they are holding court. 

I estimated we would cut that down to $5,000, which with the 
$2,000 necessary to bring our allotment up to $36,000 makes a total 
of $7,000. It is occasioned by the increase in the volume of cases. 

Mr. Rooney. Next item? 

Mr. Covey. Next item is “Penalty mail.” 

Last year we spent in 10% months, for which that statute was in 
effect, $83,117, an average of $8,000 a month, handling 53,000 cases. 

On an annual basis that would amount to $96,000 to handle the 
same 53,000 cases. 

The increase in volume I estimate will cost an additional $10,000, 
which would be a total of $106,000. 

The allotment presently available in the appropriation is $90,000, 
= request is for the additional $15,000 to pay the cost of penalty 
mail. 

I can give it to you on the basis of pieces of mail if you want it, 
which works out just the same, but—-— 

Mr. Rooney. “Printing and reproduction’”’ is next. 

Mr. Covey. We expended $12,714 last year, and our allotment 
this year is $15,000, approximately $2,200-plus more. 

Our expenditures this year to January 31, 1955, $10,168. Last 
year they were $7,185 in the same 7 months’ period. 

I have asked for $2,500 for the whole year in addition to the $2,200 
in the allotment over and above what was expended last year. It is 
occasioned by the increase in the volume of cases. 

I can give you the figures on obligations during the same period if 
you want those. 

Obligations to January 31, 1955, $12,589: January 31, 1954, $7,185, 
or $5,400 more. 

As I say, I expect to meet that with this $2,500 we are asking, 
$2,500 additional, which will give a total increase of $4,700 in the 
allotment over and above last year’s expenditures. 

‘“‘Supplies and materials’’ is the same situation. 

Expended last year, $27,864. The allotment for this year, $30,000. 

We are asking for a supplemental of $3,500, which was the amount 
over and above the amount expended last vear, and it makes available, 
in addition to what was spent last year, $5,700. 

Expenditures the first 7 months of this year, $17,703. The first 7 
months last year, $11,549, an increase of $6,200. 

Mr. Rooney. What would you use the $3,500 for? 

Mr. Covey. Envelopes and mimeograph paper are the large items; 
mimeographing notices required. It also includes general office 
supplies. 
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RECEIPTS AND DISBURSEMENTS TO REFEREES SALARY FUND 


Mr. Rooney. For fiscal year 1954 please let us have a statement 
with regard to the amount of income to the referees’ salary and 
expense funds. What are the amounts? 

Mr. Covey. The income for the salary fund in 1954? 

Mr. Rooney. Yes. 

Mr. Covey. $1,557,470. 

Mr. Rooney. And spent for salaries and expenses? 

Mr. Covey. I have it broken down into two funds. 

Mr. Rooney. All right. 

Mr. Covey. Disbursements for salaries, $1,063,317. 

That leaves surplus of $494,153 in the salary fund in 1954. 

Now for expenses: Receipts, $1,533,862. 

Disbursements, $1,307,442. That is an estimate because there is 
an element including some items which have not yet come in. 

Surplus in expense fund that year is $226,420. 

Mr. Rooney. With regard to fiscal year 1955, what is your expected 
income to the salary fund? 

Mr. Covey. Estimated income for the salary fund in—you asked 
for 1955? 

Mr. Rooney. Yes. 

Mr. Covey. I have it for 1956. I don’t know whether I have it 
for 1955. That would be in the justification of last year. I haven’t 
it with me but I can furnish it. 

Mr. Rooney. Please insert that at this point in the record, a state- 
ment showing the expected income in the present fiscal year with 
regard to both funds and the expected expenditures, to wit, the 
amount of money so far appropriated plus the amount of this requested 
supplemental. 

Mr. Covey. Yes, sir. 

(The information referred to is as follows:) 


Estimated receipts and disbursements for salaries and expenses of referees in 
bankruptcy for 1955 
Salary fund: 
iain aise aah iain dekh pi pacanahot Wee a NEI Eee SEO ill _.. $1, 725, 000 
RNID oo a cin od ome Sve ae ord EG gl Puree Saas 11, 122, 000 
Surplus 602, 000 


Expense fund: 
NS cy i aa ha coe aa a age te 1, 760, 000 
PIS, 5 tc. te uo ne done cna Sathana 11, 478, 125 


Surplus 281, 875 


1 Total appropriations for 1955 including supplemental request. 


Mr. Rooney. Questions, gentlemen? 

Mr. Preston. No questions. 

Mr. Maenuson. No questions. 

Mr. Couprrr. No questions. 

Mr. Rooney. That is all, gentlemen; thank you. 
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DEPARTMENT OF STATE 


WITNESSES 


EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 

ALBERT S. WATSON, EXECUTIVE DIRECTOR, USUN 

HAROLD KISSICK, DIRECTOR, OFFICE OF INTERNATIONAL CON- 
FERENCES, STATE 

ISAAC W. CARPENTER, JR., CONTROLLER 


SALARIES AND EXPENSES 


Mr. Rooney. The committee will come to order. 

The first supplemental item with which we shall concern ourselves 
this afternoon is that for salaries and expenses, Department of State. 

This request appears in House Document No. 88, and is for an 
additional $800,000 to be derived by way of transfer of funds in that 
amount from the appropriation for Government in occupied areas. 

At this point we shall insert in the record the portion of page 19 of 
House Document 88 which applies to this request. 

We shall also insert pages 1, 2, and 3 of the justifications. 

(The information is as follows:) 


DEPARTMENT OF STATE 
“SALARIES AND EXPENSES 


“For an additional amount for ‘‘Salaries and expenses’’, $800,000, to be derived 
by transfer from ‘Government in occugied areas’, fiscal year 1955.” 

The need for this proposed supplemental appropriation arises from the necessity 
for establishing diplomatic missions at Laos and Cambodia following the truce 
signed at the Geneva Conference July 21, 1954, and the cessation of hostilities in 
Indochina, and additional costs involved in inaugurating a program for integrating 
departmental staff into the Foreign Service Officer Corps in accordance with recom- 
mendations of the Secretary’s Public Committee on Personnel. 


Salaries and expenses, State, 1955 

Appropriation to date____- nigh be Li $62, 500, 000 

Obligation to Dec. 31, 1954 . ss Ws pu'ae Sok oy os is win ole es ae 

Expenditures to Dec. 31, 1954 $21, 741, 495 
Budget estivrate next fiscal year. SESE Son Meni See oak hei $69, 550, 000 
Request for 4 months from Mar. 1, 1955 $800, 000 
Employment: 

Average number current appropriation 

Number involved this estimate 

Actual employment Dec. 31, 1954 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


General.—During the current fiscal year it has been necessary for the Depart- 
ment to meet certain costs which were not contemplated when the initial budget 
estivrates for the fiscal year were submitted, or during the period they were under 
consideration by the Congress. These itevns include the following: 

Personnel integration program.—In June of calendar year 1954, the Secretary’s 
Public Committee on Personnel issued its report recommending, among other 
things, the integration of departmental and Foreign Service staff personnel into 
the Foreign Service officers corps. Although this committee had been functioning 
for some months, its recommendations were not made in time to permit the 
inclusion in the 1955 fiscal year budget of estimates of the cost of implementing 
its recommendations. As soon as this report was made available and accepted 
by the Secretary, it was considered necessary to proceed immediately with its 





implementation. Although every possible effort was made to absorb these added 
costs within appropriated funds, the following items could not be accommodated: 


Increased staff for the Office of Personnel___________________ oF i Ee $250, 000 
Lateral entrance travel 300, 000 


550, 000 


In addition to costs incurred in connection with the Wriston committee report, 
the cessation of hostilities in Indochina and the truce signed at the Geneva Con- 
ference required the opening of two new diplomatic missions in the far eastern 
area (Laos and Cambodia). The additional amount provided for operating these 
posts during the fiscal year 1955 is $335,000. 

These two items require a total of $885,000 more than was contemplated when 
the original estimates were submitted. However, it is estimated that $85,000 
of this amount can be met from funds presently available, leaving an additional 
requirement of $800,000. To meet this added cost it was decided to defer a por- 
tion of the home-leave program in order to provide the funds required. This 
decision was made after a careful review of all of the requirements of the Depart- 
ment and the Foreign Service, which indicated that no further reductions below 
the drastic cuts made in the fiscal year 1954 could be made without seriously 
impairing the operations of the Department. Once this decision had been made, 
it was necessary for the Department to ascertain the areas where funds could 
be temporarily withdrawn, with the expectation that they would be replaced 
though the supplemental appropriation route later in the year, and still do the 
least damage to going operations. On this basis it appeared that the home- 
leave program could best release the funds. The withdrawal of some $800,000 
from this program required the deferral of 242 home-leave trips. It is the pur- 
pose of this estimate to secure funds to permit programing these trips before 
June 30, 1955. In this connection it is pointed out that the home-leave program 
conducted by the Department of State provides for home leave at nonhardship 
posts on a 3-year basis rather than the 2-year basis contemplated by the Foreign 
Service Act and followed by most other agencies having civilian employees 
abroad. Failure to provide funds for granting these home-leave trips would 
further delay the program and undoubtedly result in numerous resignations from 
the Foreign Service and a general lowering of morale. 

The statement below indicates the number of trips by type that can be per- 
formed with funds presently available and the number required to keep the 
program on a 2- to 3-year basis as outlined above. In this connection it should 
be pointed out that the regular estimates for the fiscal year 1956 include funds 
for a home-leave program on a straight 2-year basis. Unless this supplemental 
appropriation is granted, it will be impossible to carry out a straight 2-year 
program in 1956 as is contemplated by the estimates already approved by the 
President. 

$$ ______—_______ 
Presently, available, Revised estimate, | 


1955 1955 Increase 
| 


Type of trip | Sa ALLL LIL LLL LLL TID 


| Number 


Number | | Number | 
i d ( | 
| trips Amount 


Amount trips trips Amount 


[- 
} 

a | 
| 


Combined transfer and home leave 
Home leave—round trip---------- ol 


396 | $1, 387, 188 585 | $2, 049, 255 +189 +.$662, 067 
141 385, 811 563, 410 | +65 +177, 599 


Total ; . ; 537 , 172, ON 2, 612, 665 +25 +839, 666 
Less—to he financed from other | | | 
OUI, oo hs a : * aa << 7 —39, 666 


TONNE CE BOI. cticnicccecssetscoccas ae : a oe 245 800, 000 


Mr. Rooney. Who will address himself to this? 
Mr. Wiuzer. I will, Mr. Chairman. 


ESTABLISHMENT OF DIPLOMATIC MISSIONS AT LAOS AND CAMBODIA 


In arranging our financing for this year, we found that the require- 
ment for opening the new missions at Laos and Cambodia, which 


59135—55———_17 





required an amount of $335,000, as well as circumstances in connec- 
tion with the integration program in the amount of $550,000, could 
only be derived by using home leave money which was available to 
us this year. 

In effect we are asking an amount of $800,000 so that we can 
replenish the home leave account ard maintain the 2 year-3 year 
schedule. 

ADDITIONAL PERSONNEL REQUESTED 


Mr. Rooney. This $800,000 also applies to an increased staff, does 
it not, for the Office of Personnel, as well as lateral entrance travel? 

Mr. Witser. That is correct, Mr. Chairman, both of those being 
identified with implementing the integration program, however. 

Mr. Roongy. And has little to do with Laos and Cambodia? 

Mr. Wivser. $335,000, Mr. Chairman, is for Laos and Cambodia. 

Mr. Rooney. $335,000 of the $800,000? 

Mr. WILBER. Yes, sir. 

Mr. Roonry. Now with regard to this requested $250,000 for 
increased staff for the Office of Personnel, how many people do you 
propose to add to the payroll? 

Mr. Wiser. I believe, Mr. Chairman, that represents 48 positions. 
That staff was set up back at the time the Secretary approved the so- 
called Wriston report, and—— 

Mr. Rooney. First let us have the number of people and the grades. 

Mr. Wiuzer. I can get it very hurriedly. 

Mr. Roonry. Please insert at this point in the record a chart 
showing the grades and salaries of these people. 

(The information referred to is as follows:) 





Division 


Personnel Planning Staff (12) 


Executive Office (8): 
Files section. - - 


Reports Section 


Employment Division (9 
Recruitment Branch 


Board of Examiners-__. 


Personnel Operations Division (19 
Office of the Chief 


Placement and Career 


Development Branch... -- oe 


Foreign Service Placement Section 


Leave and Retirement Section- 


Total (48) 


J 
iis 
em 


~ 


} soa 


Salary 


$10, 800 

10, 200 
360 
040 
040 
040 
040 
040 
920 


COKIN NNINS 


CO me OO OH WO 
shoe ‘ 


x 


29 oe be be om 20 OO 
nap mn . 


Director. 
Personnel planning officer 

Do 

Do. 

Do. 

Do. 

Do. 

Do. 
Secret iy. 
Clerk-stenographer 
Personnel clerk 
Clerk-typist. 


Do. 
File clerk. 
Do. 
Do. 
Do, 
Personnel assistant. 
Tabulation equipment opera- 
tor. 
| Clerk. 


Recruitment officer 
Personnel clerk 

Do. 
Clerk-typist. 
Personne! assistant. 
Personnel research analyst, 
Personnel clerk. 

Do. 
Clerk-typist. 


Special assistant, 
Do. 
| Assistant to the chief. 
Personne! officer. 
Secretary. 
Personne! officer. 
Do. 
Do."8 


5 | Personnel,technician. 


3,175 
3,415 
o, 435 

. 205 


205 | 


| 250, 000 


Do. 
Do. 
Do. 
| Personnel officer. 
| Personnel technician. 
Clerk-typist. 
Do, 
Retirement officer. 
| Do. 
Do. 


| 


Mr. Roonry. When were they put on the payroll? 

Mr. Wixser. These additional positions were authorized last Au- 
gust and, in effect, they were recruited at that time. 

Mr. Rooney. They have been on the payroll since August? 


Mr. WILBER. Yes, sir. 


Mr. Rooney. How long do you expect to keep them on the payroll? 

Mr. Wixzer. I believe the plans for fully carrying out the Wriston 
program would require a permanent staff of that number. 

Mr. Rooney. That is what I was afraid of. 


LATERAL 


ENTRANCE 


TRAVEL 


What about this $300,000 entitled ‘‘Laterial Entrance Travel’’? 
Mr. Witser. That, Mr. Chairman, is the amount required to per- 
mit the transfer of civil-service employees to the Foreign Service, and 


vice versa. 
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Mr. Rooney. How many employees does this apply to? 

Mr. Wiser. That is difficult to say, Mr. Chairman, because it 
depends upon the post involved in the transfer and the departmental 
position selected for rotation. 

Mr. Roonry. Then how did you arrive at the figure of $300,000? 

Mr. Wiizser. The average that was used on that, I believe, was 
$200, per lateral entrant, which would mean 150 such cases. 


DIPLOMATIC MISSIONS TO LAOS AND CAMBODIA 


Mr. Roonry. How do you arrive at the figure $335,000 in connec- 
tion with the proposed new diplomatic missions in Laos and Cambodia? 

Mr. Wiser. Mr. Chairman, in Cambodia there is a staff this 
year of 11 Americans and 20 locals, and in Laos we have 9 Americans 
and 15 locals. 

The salaries of those employees were computed, as well as the 
necessary allowances, space, building operation and maintenance, 
motor vehicle cost, and so on. 

Mr. Rooney. My attention has been called to the fact that if one 
multiplies 150 by $200 you do not get $300,000. It would have to 
be 150 by $2,000. 

Mr. Wizser. That is right. 

Mr. Rooney. That would be 150 at $2,000 each. Is that correct? 

Mr. Wixser. That is correct, Mr. Chairman. 

Mr. Rooney. Now let us get back to Laos and Cambodia. 

Mr. Wiser. I just indicated, Mr. Chairman, in Cambodia the 
staff will be 11 Americans and 20 locals. 

For Laos it will be 9 Americans and 15 locals. I can give you a 
breakdown of that. 

Mr. Rooney. Let us have it. 

Mr. Wiper. I don’t have the details here, Mr. Chairman. 

Mr. Rooney. Do you have information as to how much of this is 
for travel, how much for transportation of things, how much for 
supplies and equipment, and so forth? 

Mr. Wizser. I can get it very readily. I don’t have it with me. 

Mr. Rooney. It is pretty well a buckshot figure, is it not? 

Mr. Wizzer. No, sir. I have gone over the complete detail on it. 

Mr. Rooney. Include in the complete detail the grades and pay 
of these Americans and locals. 

Mr. Wiper. Yes, sir. I will be glad to. 

(The information referred to is as follows:) 
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American Legation—Vientiane, Laos 





Positions Grade Annual salary 
| 





American positions: 

ee ee eo ak na eodneweneteaean : : | $15, 000 
ooo otis Cen Ob tence cesendns usemcne ‘ - see owecaenl ee 3, 927 
Deputy chief of mission Siam = aa SO-3_. 10, 030 
Secretary ees ‘Ss : | 3, 531 
Consular and economic officer --- - - -- ae ----| F8O-6-_. | 4, 793 
Secretary - - Danae Sane awieneooe : SS-1: 3, 531 
Administrative officer ot ; ‘SS-8__ | 5, 313 
Communications clerk. -..............----- een ; ...| FSS : | 3, 150 
Clerk-stenographer —— ’ tebnte ~rbcbe ss eee oe 3, 150 

Total positions required pelea daatoeal peaeces 52, 425 

Authorized July 1, 1954 a nite aia | —4, 793 


Total increase ; ae 8 | 47, 632 
al positions: | 
Total positions required a J owed f i 14, 790 
AU FE Uj BOR ccctncccnseucceensn ; 3 |--- — 2, 958 


Total increase ss 3: 11, 832 








Amount 





Total, American personnel 8 $47, 632 
Deduct: Lapse = : —11, 908 
Add: 
acs, da citable nace pcdiisieaicciibiaiagiagatiiees ianetnctnddi endl +900 
Differentials ; sede ains mbeel +4, 071 
Day im excess......... 3 . +183 


Total 5 40, 878 


11, 832 
Deduct: Lapse —2, 948 
Add: 
I Fi tcl alle alata mage elichipa ince ainsiiscansereneie tp aniesiiebeasiteettebablnt — +200 
Day in excess 


Total 


Allowances: 
POPGIG BOP WICS DMUTIONINS 5 <n oe ence ne cniccccnccccccess 
Marine guards 


Total, persona) services............-- 


Operating expenses: 
Administrative travel uenadablsuaiiaen , 000 
Official residence expemses-_................-.-.--...-- apices tea lasninies ae Sie 2, 000 
Building operating expenses. --___- isniirphacbiahele cla pepligiafasteiceidineeiet ‘ 84, 641 
Ane ne een eta phinoaaitnat ss cee SN 2, 485 
Automotive operating expenses ‘ “ hate | , 358 
Contractual and miscellaneous e nd vette tenctell ied 751 
Supplies and equipment Suis » 729 


PR iicgtiedanidininnitint a : a peste 100, 960 


Grand total, Vientiane 
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American Buabany—-Finom Penh, Cambodia 


Positions trade Annual salary 


I Bee Bi oh 08 ao oe Le caomecnabaeee 

I te a aac cma bitten ieee oe aba 
a - . avussiamyinemakaGbaees Spl anwibeemenne ml 
eee ee oe a sn dnkiaens a bapabanhabaticenesedubeeetn 
Political officer__....._.-. 

Consular and economic officer_...__----- obecaawiecadneee 
Ne pumbbncnaned 
Administrative assistant 

Communications clerk 

Mail and file clerk 

Clerk-stenographer 


FSO/CM..- 


American positions: ens 
FSS-11...... 


Total positions required 7 60, 372 
Authorized July 1, 1954_-- 7 —8, 943 


Total increase 51, 429 


Local positions: 
Total positions required 19, 720 
Authorized July 1, 1954 ‘ —2, 958 








a attire rat ald 16, 762 


Summary of requirements—Phnom Penh, Cambodia 








Number Amount 


Total, American personnel $51, 429 
ei ee i eebeiemapebbanine —12, 857 
Add: 

Terminal leave 

aa a i ilar eeainneeabcanae 

Neen ee eh ae Reheat a ds a chdeecccarnceielebieSAa UE 


Total 


Total, local employees 
Deduct: Lapse 
Add: 
Terminal leave 
Day in excess 


Allowances: 
Sr nn RID os ones bela abe tlnden eemaduiuagwe seundie | 
Marine guards 


Total, personal services 





Operating expenses: 

Administrative travel 
1 a cca nuin eb binsepnacem ow ncndicne mewmatnne tae duiivans tidiivedle | 
os So copied e ieee benblaeiwavidniee sail 
i a, ls cc ils iiepetaeandbesie edi iothan etna cane | 

On... . ecncmnns nboewnliadsobensoutasencesstacepuenaeteanh 
a a dca aaa em eee eee emia endial 
Supplies and equipment 


a nia bap aucheimuba nia aspen ap iecaia en ae 


Grand total, Phnom Penh 





Mr. Roonry. Have any diplomatic missions been closed during 
the past year? 

Mr. Wiser. None that I know of, Mr. Chairman. 

Mr. Roonry. Do you have any now under consideration for closing? 

Mr. Wier. I don’t know of any that we have which might be 
closed. 

Of course we closed 20, you will recall, early in 1954. 
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Since that time I know of no others that have been closed. 


_ 


Mr. Roonegy. Are there any questions with regard to this S. and E. 
item? 

Mr. Preston. No questions. 

Mr. Maenuson. No questions, Mr. Chairman, 

Mr. Couprrt. No questions. 

Mr. Bow. No questions. 


CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 
LANGUAGE CHANGE 


Mr. Rooney. Next is the item entitled ‘Contributions to Inter- 
national Organizations’? which appears at the bottom of page 19 of 
House Document 88 and reads as follows: 


Appropriations granted under this head for the fiscal year 1955 shall be available 


for additional contributions to the Pan American Institute of Geography and History, 


as authorized by the Act of August 31, 1954 (Public Law 736), in an amount not 
to exceed $75,000. 

In other words, the request is for language permitting the use of not 
to exceed $75,000 of the appropriation granted under this head for 
additional contributions to the very interesting Pan-American 
Institute of Geography and History, about which we learned some- 
thing this morning. 

In view of the testimony we had this morning it would seem to me 
that we do not need to hear too much further on this at this time. 

Mr. Preston? 

Mr. Preston. No questions. 

Mr. Macnuson. No questions. 

Mr. CoupEert. No questions. 

Mr. Bow. No questions. 


Misstons To INTERNATIONAL ORGANIZATIONS 


Mr. Rooney. Next is the item entitled ‘Missions to International 
Organizations” which appears at page 20 of House Document No. 88, 
a request for an additional $12,500 to be derived by transfer from 
“Contributions to international organizations,” fiscal year 1955. 

At this point we shall insert page 1 and page 2 of the justifications 
for the record. 

(The information referred to is as follows:) 


Missions to international organizations, State, 19545 


Appropriation to date__- z 7 ; sss $1, 050, 000 
Obligations to Jan. 31, 1955____- leks old j ae $614, 928 
Expenditures to Jan. 31, 1955__-_- a in $470, 220 
Budget estimate next fiscal year -_ - ees _... $1, 100, 000 
Request for 5 months from Feb. 1, 1955__- oe ees : $12, 500 
Employment: 
Average number current appropriation - 129 
Actually employed: 
Number--- iene ial a 127 
Date: Jan. 31, 1955. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The $12,500 is needed for the following purpose: 
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O01 Personal services 
Payment above basic rates: 
(a) Additional funds due to extra session of the General Assembly 
and Security Council 1 $6, 200 
(b) Additional funds due to costs of fringe benefit bill, August 1954, 
increasing overtime rates: 
(1) Extra Generel Assembly session se coleeaa te Oia ee Seca 2, 500 
(2) Other meetings from Nov. 7, 1954 (effective dates of 
overtime rete increase), to June 30, 1955 (not budg- 
eted in regular 1955 request) ae 3, 800 





Total : en ee a $12, 500 


! On hourly rates before fringe benefit bill (not budgeted in regular 1955 request). 


Justification 

None of the supplemental estimate was foreseeable at the time the regular 1955 
budget was submitted to the Budget Bureau in September 1953 or to the Congress 
in January 1954 

Provision could only have been presented on a contingency basis and would 
thus have inflated the budget then submitted. 

Item (b) is the result of legislation passed by the Congress in August 1954. 
None of the supplemental costs can be postponed until the following fiseal year- 
item (a) results from anticipated extra sessions of the Security Council and of the 
General Assembly on matters before the Council and matters whieh could be 
directed to a special session of the General Assembly; item (b) became mandatory 

on November 7, 1954. 

Mr. Rooney. What were the obligations for the first 7 months of 
the current fiscal year? 

Mr. Witper. Obligations through January 31, $462,795. 

Mr. Roonry. That leads to this question: Why could you not 
absorb this small amount of $12,500? 

Mr. Witser. Mr. Watson is here, Mr. Chairman, who knows that 
situation in detail. 

Mr. Watson. Mr. Chairman, the $12,500 represents some addi- 
tional responsibilities which it is now believed will fall to the United 
States Mission to the United Nations during the rest of this fiscal year. 

These costs were not originally anticipated in the budget for this 
year and therefore are submitted as a separate item. 

Mr. Roonry. That was a fine general statement in answer to my 
question as to why you cannot absorb it. It seems to me as though 
you should be able to absorb it, particularly in view of the fact that 
all along here where you seek transfers apparently the last Congress 
gave you too much money, in connection with contributions to 
international organizations. 

Mr. Watson. Mr. Chairman, I might mention this is a small appro- 
priation. The greatest part of it is for the United States mission to 
the United Nations. 

As I understand it, this proposal is to transfer this amount from the 
contributions appropriation. There is no such surplus in this mission’s 
appropriation. 

Mr. Rooney. Questions, gentlemen? 

Mr. Preston. Where is the surplus money in the contributions to 
international organizations? 

Mr. Wiuser. There is an estimated balance of $91,557 due to the 
actual arrangements and the way the budgets finally resolved them- 
selves which will be unobligated at the end of the year. 

Mr. Rooney. And that, Mr. Preston, after this committee cut that 
item a year ago. 
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Mr. Preston. Which particular organization does it come from, 
Mr. Wilber? 

Mr. Wiser. I don’t know the specific current adjustment that was 
made. The committee was advised under date of February 7. We 
picked up $3,430 through savings, and this was an exchange saving 
actually, to the International Sugar Council. That accounts for 
$3,430. 

There is a similar adjustment in a number of other organizations 
which accounts for it. 

Mr. Preston. That is all, Mr. Chairman. 

Mr. Rooney. Mr. Magnuson? 

Mr. Maanuson. No questions. 

Mr. Couprert. No questions. 

Mr. Bow. No questions. 


INTERNATIONAL CONTINGENCIES 


Mr. Rooney. Next and last, gentlemen, is the request contained at 
page 20 of the document to which I previously referred, entitled 
“International contingencies,’ for an additional amount for interna- 
tional contingencies of $200,000 to be derived by transfer from 
“Educational aid to China and Korea.” 

At this point we shall insert page 1 of the justifications for the 
record. 

(The information referred to is as follows:) 


International contingencies, State, 1955 


Appropriation to date $1, 000, 000 
Obligations to Jan. 31, 1955 625, 931 
Expenditures to Jan. 31, 1955 316, 836 
Budget estimate next fiscal year 1, 500, 000 
Request for 5 months from Feb. 1, 1955 200, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Additional funds are required for United States participation in certain im- 
portant international activities for which funds were not provided in the annual 
appropriation. These include the Manila Pact Council, Bangkok; the Dis- 
armament Commission, Subcommittee of Five, London; and the United Nations 
10th anniversary commemorative meeting, San Francisco; as well as any discus- 
sions by the foreign ministers or other comparable meetings not presently scheduled 
but which may be convened prior to June 30, 1955. 

When the 1955 appropriation request was submitted to Congress last year, the 
Department stated in its presentation that the estimate did not provide for major 
“unscheduled” meetings, and if such meetings did occur, it would be necessary 
to request additional funds. The annual appropriation of $1 million has been 
entirely allocated or expended for the regular conference activities and it is there- 
fore necessary to request supplemental funds in the amount of $200,000 for the 
purposes indicated above. 


Mr. Roonry. What would this additional $200,000 be used for? 

Mr. Wiuper. Mr. Chairman, there is contemplated at this time 
3 conferences which were not anticipated in our budget, 1 at 
Bangkok, which you know will occur shortly, a London conference, 
and then the San Francisco meeting of the United Nations. 

Those three items, Mr. Chairman, will cost varying amounts. We 
are not exactly sure of the amount. 

For instance, the Bangkok Conference may cost from $33,000 to 
$36,000. 
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The London Conference probably will cost about $20,000, although 
it might be as low as $15,000. These are our best estimates. 

The San Francisco Conference, which has not yet been fully planned, 
may run anywhere from $35,000 to $200,000. 

This $200,000 requested, Mr. Chairman, is a safe figure that we are 
sure we can live within to cover those three. 


U. N. MEETING IN SAN FRANCISCO 


Mr. Roonry. When is this proposed commemorative meeting to 
be held in San Francisco? 

Mr. Wizzer. This is the commemorative meeting of the United 
Nations which is now scheduled, I believe, for the middle of June— 
June 20. 

Mr. Rooney. How long is it going to take? How many people 
will be there? 

Mr. Wizsper. Mr. Kissick has more detail on this, I believe, 
Mr. Chairman. 

Mr. Kisstcx. The Conference is scheduled to last 1 week, June 
20-26 inclusive. 

Mr. Roonry. What will it consider? 

Mr. Kissickx. It is not to take any items of substance. It is 
strictly a commemorative meeting. 

Mr. Rooney. How much will that cost? 

Mr. Kissicx. That will depend entirely on how large the United 
States group will be which attends the meeting. 

The endeavor is, of course, to get top people from all of the various 
governments. The President of the United States, I believe, has 
been extended an invitation. 

Undoubtedly the Secretary of State or Ambassador Lodge will 
lead our own group. 

It is expected there will be representation from the Congress, and 
with the stage of planning at this time we are not able to say exactly 
how large that delegation will be. 

If I may comment off the record on this? 

(Discussion held off the record.) 

Mr. Kisstcx. So far as the San Francisco meeting is concerned, as 
we have indicated, we do not know at this stage the exact size of our 
delegation but we are hoping it will be relatively small, and we are 
hoping to get by for between $30 and $35 thousaad as the cost, which 
would send only about 30 or 35 people. 

These three meetings now definitely scheduled account for roughly 
half of the $200,000 we are requesting in this supplemental estimate. 

The other $100,000 we are requesting would be definitely in the 
nature of a contingency to take care of any other unforeseen meetings 
which might arise between now and June 30 of which we do not now 
know. 

In that category I might mention as possibilities, and they are 
definitely possibilities, further foreign ministers’ meetings, if the 
Western European Union should be ratified. We do not know 
whether or not that will happen, but if it does it will be this appropria- 
tion which would have to finance our participation. 

Ambassador Lodge indicated yesterday that they are expecting 
further meetings of the Security Council and possibly under certain 
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circumstances there might be a resumed session of the General As- 
sembly. That is the sort of thing we mean when we say we should be 
prepared for any of these things which might develop, and quite 
logically might develop before June 30. 

Of course if they do not develop we would not spend that money, 
and it would be returned to the Treasury. 


OBLIGATIONS 


Mr. Rooney. Your obligations for the first 7 months of the fiscal 
year come to $625,931. 

Is that correct? 

Mr. Kisstcx. That is correct, sir. 

Mr. Roonry. That would be an average of $89,817 a month, 
$1,077,804 for the year. Is that correct? 

Mr. Kusstcx. I believe that is correct. 

Mr. Roonry. You now have an appropriation for international 
contingencies in the amount of $1 million? 

Mr. Kissick. Yes, sir. 

Mr. Wiper. Plus the transfer I mentioned this morning, Mr. 
Chairman. 

Mr. Rooney. Yes. 

Mr. Bow. Off the record for just a moment if we may, Mr. Chair- 
man? 

(Discussion held off the record.) 

Mr. Preston. How many went out there (Bangkok) from your 
office? 

Mr. Kissicx. Two. 

Mr. Preston. Who were they? 

Mr. Kissicx. Mr. Donald Eddy, and Mr. Bruce Grainger. 

Mr. Preston. Why is it necessary to send two people to a small 
conference like that? 

Mr. Kisstcx. We had:a rather unusual circumstance here in that 
the Thailand Government asked us for informal assistance in helping 
arrange the hostship responsibilities. This is one of the first big 
conferences that that government has handled, and they rather look 
to other governments, and in this case, particularly, our Government, 
for assistance. 

So, we added the second man, and we expect about half of his time 
will be devoted to helping the Government of Thailand. 

Mr. Preston. We are always helping; are we not? 

Mr. Kissicx. In the long run, having a host government set the 
meeting up properly, saves us and others a lot of time. 

Mr. Rooney. Are there any further questions, gentlemen? 

Mr. Carpenter. Mr. Chairman, I would like to express my appre- 
ciation to the committee for the way in which it has handled these 
hearings. 

This is my first experience in matters of this kind, and as I am very 
much interested in the processes of government, and I hope as time 
goes on we will continue to answer the questions which you have asked 
in a concise manner. 

At the same time, the experience which I have had here, I hope to 
put to good advantage in the manner in which our figures are presented 
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to you. If there is any better way that we can do the job, we will do 
that. 

Mr. Henderson also asked me to express his sentiments to the com- 
mittee on his behalf. 

Thank you very much, gentlemen. 

Mr. Rooney. Thank you, Mr. Carpenter. 


Turspay, Fepruary 22, 1955. 


DEPARTMENT OF JUSTICE 
Freres AND ExpENsES OF WITNESSES 


WITNESSES 


S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY 
GENERAL 

B. F. SCHMID, DEPUTY ADMINISTRATIVE ASSISTANT ATTORNEY 
GENERAL 


Mr. Rooney. We shall now proceed to consideration of the supple- 
mental request in the amount of $750,000 which appears at page 17 
of House Document 88, and at this point we shall insert the appropriate 
justification data. 

(The information is as follows:) 


LecGaL AcTIVITIES AND GENERAL ADMINISTRATION 
Fees and expenses of witnesses, justice (supplemental estimate, 1955) 


Appropriation to date 

Obligations to Dec. 31, 1954 

Expenditures to Dec. 31, 1954 

Budget estimate next fiscal year 

Request for 4% months from Feb. 15 through June 30, 1955 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Language changes 


A request is made to increase the limitation for expert witnesses under this 
appropriation from $175,000 to $250,000. The 1956 estimate, as approved by 
the budget, contains the same proposed language change. Obligations for the 
current year under this limitation are approximately $137,000 as of January 24, 
1955. 

General statement 


It is estimated that the Department will need $750,000 more to carry it through 
the year in addition to $1 million currently available. It is agreed by all concerned 
that this is not a controllable appropriation. 

Mr. Rooney. How did you arrive at this figure of $750,000? 

Mr. AnprettTa. That is based upon actual expenditures to date, 
and we projected them at the current rate of expenditure. 

I am sorry I did not bring my witness charts up here because I 
would like to have you see them. 

The witness expenditure this year is breaking all kinds of records. 
I have a graphic chart showing them going up and down. This is 
just a tabulation of the figures, but I do have a chart, comparing the 
different years, showing the peaks and the valleys. 

We know, for example, that during the summer our witness expend- 
iture is down, and then it shoots sky high until just before Christmas 


mat 
exp 


whe 
it b 


for 
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and then drops and picks up again in January, and goes to a peak 
again until June, and then again drops off. 

In projecting these figures, we figure under this appropriation we 
are going to run out of money on March 18 at the present rate of 
expenditure. We have compared it with last year using a mathe- 
matical formula which gives you a very good indication ‘of what to 
expect for the balance of the gscal year. 

That is a little bit of concern to us right now, because I do not know 
when we will get this supplemental appropriation. If we do not get 
it by April 1, we will run out of money for at least half of the month 
for March, and what will we tell our witnesses then? 


EXPENDITURES BY MONTHS 


Mr. Rooney. Will you insert at this point in the record a com- 
parative statement showing expenditures, by months, in 1955, over 
1954, similar to those pages in the justifications, except that you 
include the month of January 1955? 

Mr. Anpretta. I have that here, Mr. Chairman. 

Mr. Rooney. We shall insert that into the record at this point. 

(The information is as follows:) 


Fees and expenses of witnesses—projection of 1955 based on prior years’ experience 





Fiscal year Fiscal year l’iseal year 
1953 1954 1955 


S00T Wo eseawnts ds dls die Rte eas So | $44,010.16 $29, 442. $56, 2 
BUG. Gcivenicade ‘ pubitdebbonaeiaawaé aa 31, 811. 47 40, 312. 15 46, 237. 
September ........- . 100, 757. 89 04, 371. 36 95, 432. 
OORT cecccciandecucs eackeedu test pnd ease in t ; ‘ | 123,948.72 138, 631. 4 147, 294. 
November-_. ‘ ; bie 105, 521. 65 125, 053. 5 161, 2 
December ag ie abies Dacia a aakeiak nana 104, 081. 21 | 101, 164. 7: 125, 2 
January = ; | 116, 662. 54 110, 265. 46 131, 517 


Subtotal_-.......-- 626, 793. 64 639, 241. ; 763, 26% 
FONUGET soc ceuciuns sudehwuaneeeadncowibies 123, 487. 60 116, 166. 
March. ‘ aa rear ee 120, 758. 24 134, 021 
i iad 115, 128. 76 168, 205 
Mise ee a 5 : ; 105, 221. 60 164, 612. 06 
June. 3 be eee a tinaeadh ean es 2, 339. 29 | 122, 592. 02 
Subsequent. ecniniinbias ; ; ; , 799. 49 88, 508. 20 


| 528. 62 | rt , 433, 346. 91 | 


Based upon 1953 assuming constant rate, if expenditures through January 31 equals 50.08 percent of the 
total, then $763,263 also equals 50.08 percent and 100 owes equals $1,524,087.46. 


Based upon 1954 assuming constant rate, if expenditures through January 31 equals 44.60 percent of the 
total then $763,263 also equals 44.60 percent and 100 percent equals $1,711,352.01. 

Please note that the two largest months fell after March (April and May) in 1954, which is a departure 
from normal for this appropriation. 


Mr. Rooney. You may proceed, Mr. Andretta. 

Mr. Anpretta. It is easy to see what happened in the months of 
April, May, and June of last year. You can see the picture as shown 
on this chart here, which is for fiscal year 1954. 

The thing went out of sight, and the chart which I have for fiscal 
1955 shows the situation is running away ahead of the 1954 figures all 
the way through. 

Mr. Preston. However, it goes into a tailspin in the hot months 
of July, August, and September? 

Mr. Anpretra. That is right. 

Mr. Preston. During those months the courts more or less close 
up shop? 
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Mr. Anpretta. We take that into account in our projection. 

Mr. Preston. If they ran for a longer period of time, there would 
not be a backlog? 

Mr. Anpretra. You can almost see the activity in the courts right 
there on that witness chart, because it shows you the peak season 
when they are calling cases up. 

Mr. Scumip. It is running a little better than 10 percent above last 

ear. 
. Mr. Rooney. From whence does the money come to pay the al- 
leged expenses of witnesses such as Watson and Mrs. Natvig in the 
FCC case with regard to a man named Lamb? 

Mr. ANprETTA. Those expenditures come out of. the FCC appro- 
priations. We do not have anything to do with them. We only pay 
witnesses in the Federal courts. We do not pay the expenses of wit- 
nesses for any of the quasi-judicial tribunals. ‘The only time we pay 
a witness outside of the Federal courts is when they appear before the 
Subversive Activities Control Board. 


FELS AND EXPENSES OF WITNESSES BEFORE SUBVERSIVE ACTIVITIES 
CONTROL BOARD 


Mr. Roonry. Would you please submit a statement at this point, 
showing over a period of, let us say, the past year and half, the amount 
of money expended for witnesses before the Subversive Activities 
Control Board? 

Mr. ANprRETTA. Yes, sir. 

(The information is as follows:) 


Fees and exnenses vaid to witnesses appearing before the Subversive Activities 
Control Board 


Travel and Fees Total 


Fiscal year per diem 


ok ease ct emacs beeen sh idk nina aaesmebianiiohe 49 $6, 653. 25 $13, 198. 74 
1955 (through Dec. 31, 1954) 1, 315. 00 2, 290. 04 


Total expenses , 520. 53 7, 968. 25 15, 488. 78 


Mr. Rooney. I take it that all those witnesses are paid the regular 
witness fees, or do they get an amount in excess of that? 

Mr. ANpRETTA. Some of them receive regular witness fees, and 
others receive expert witness fees. 

Mr. Rooney. How many receive expert witness fees? 

Mr. AnpreETTA. I would not know, offhand. 

Mr. Rooney. That would be interesting information to have. 

If there are no further questions, that will be all, gentlemen, for 
today. 
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Turspay, Fespruary 22, 1955. 
SALARIES AND Exprnsgs, UniTEp States ATTORNEYS AND MARSHALS 


WITNESSES 


s. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 
E. R. BUTTS, BUDGET OFFICER, DEPARTMENT OF JUSTICE 


Mr. Roonry. We shall now concern ourselves with page 17 of House 
Document 88, which is a supplemental request in the amount of 
$250,000, $150,000 of which would be for United States attorneys and 
$100,000 for United States marshals, 

At this point we shall insert in the record the pertinent justification 
data. 

(The material referred to is as follows:) 


LEGAL ACTIVITIES AND GENERAL ADMINISTRATION 


Salaries and expenses, United States attorneys and marshals, justice (supple- 
mental estimate, 1955) 
\ppropriation to date: 
Regular Act fille Roi gsu decd nw we S46 500 000 
Supplemental _ __ 450, 000 
Transferred from “ 
657, 450 
; , 5, 607, 450 
Obligations to Dee. 31, 1954 baat ai nes ‘ , , 868, 532 
Expenditures to Dee. 31, 1954____- ; to q , 090, 252 
Budget estimate next fiscal year- os ¢ ' ; 000 
Request for 3 months from Apr. 1, 1955 through June 30, 1955___- 50, 000 


Employment: 
Average number, current appropriation _- 
Number involved this estimate (man-years) - -- 
Actual employment, Dec. 31, 1954 
! Reflects $1,002,400 which was formerly a Lands Division field operation. This work is now part of the 
United States attorneys’ offices. 
Includes certain Lands Division field personnel on a comparative basis, 


Mr. Rooney. At the present time are you running on a deficit basis 
in regard to United States attorneys? 

Mr. Anpretta. Yes, [ am. 

Mr. Rooney. To what extent? 

Mr. Anpretta. To the extent of $205,000. 

Mr. Rooney. Under what authority are you doing that? 

Mr. Anpretra. Under no authority except the general authority 
to expend under the whole appropriation, and the whole appropriation 
is just about in the black. 

Mr. Rooney. You are riding pretty close to an illegal procedure, 
are you not? 

Mr. AnpreTTA. No, we are not. When I talk about a deficit of 
$205,000, we are not short $205,000 today. In projecting our obliga- 
tions through June 30 at the present rate of expenditure, and if we 
foresee filling certain positions come June 30, if we do not get more 
money, we will be $205,000 short for the United States attorneys. 

Mr. Roonry. Where do you get the power to do a thing like that? 

Mr. Anpretra. We have the power to expend our money as we 
need it and see fit within the appropriation. We can always make 
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adjustments between now and the 30th of June by cutting down 
activities and cutting back to come within the amount of money, but 
that means curtailment. 

Mr. Preston. Is that a crime? 

Mr. Anprerra. What is a crime? 

Mr. Preston. Curtailment? 

Mr. Anprerra. I do not think it is. It is a crime, in a way, for 
the people who get curtailed. 

Mr. Roonry. How much was requested in the budget presentation 
last year for the current fiscal year? 

Mr. Anpretta. I do not have that. I do not have the 1955 budget 
estimate figure. 

Mr. Roonry. Was not the figure $14.5 million? 

Mr. Anpretra. We asked the budget for more than that. That 
is what we got. 

Mr. Rooney. I did not mean to inquire what you asked the Bureau 
of the Budget for. I asked the amount you requested after it was 
firmed up. How much did you request in your budget presentation 
to the Congress last year for the current fiscal year? 

Mr. Anprerta. $14.5 million. 

Mr. Rooney. How much was granted? 

Mr. Anpretta. $14.5 million. 

Mr. Roonry. Then you had a supplemental? 

Mr. Anpretra. That is right. 

Mr. Roonry. How much did you request in the supplemental? 

Mr. AnprReETTA. $525,000. 

Mr. Rooney. And how much were you allowed? 

Mr. Anpretta. $450,000. 

Mr. Rooney. When did you put on these extra people you referred 
to a while ago? 

Mr. Anpretra. We have not put any extra people on. You 
asked me if I am running a deficit. That is not due to putting extra 
people on. 

Mr. Roonry. How many extra people, if any, have you put on? 

Mr. Anpretta. I will have to get that figure. I do not think we 
have added to the staff at all. We have transferred people from the 
Lands Division, but that is an offsetting figure because they have 
already been charged to Lands and they simply went over to the 
United States Attorneys rolls. On United States Attorneys rolls 
there were 1,459 in 1954 and 1,468 average employment in 1955, and 
today there are 1,471, so that means 3 have been added. 


PREMIUM PAY 


Mr. Rooney. With regard to this request for $100,000 alleged to be 
the net cost of 15 percent overtime premium compensation to chief 
and field deputy marshals, to be paid effective April 1, 1955, how 
did you compute this figure of $100,000? 

Mr. AnpretTA. That is based on the salaries of the deputies. 

Mr. Rooney. How did you arrive at the $100,000? 

Mr. Anpretra. That is our best estimate of what it will take. 
That is for 3 months—a quarter. 

Mr. Rooney. It is a guess? 

Mr. Anpretta. That is right. 
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Mr. Burts. We determined the average salary for field deputies 
from our 1955 personnel schedules and determined 15 percent of that 
amount. That amount multiplied by the number of deputies in- 
volved gave us the amount of the estimate. So it is not exactly a 
guess. 

Mr. Rooney. What is the calculation? 

Mr. Burts. From our 1955 personnel schedule, we mathematically 
determined the aggregate salaries of all the field deputies, the total of 
these salaries, divided by the number of deputies involved, gave us 
the average salary paid. Fifteen percent of the average salary times 
the number of eligible deputies produces the estimate under con- 
sideration. It is understood, of course, we are only asking funds for 
the last quarter of 1955. 

Mr. Roonry. How do you account for the difference in this? For 
the full year it is $480,000 and for a quarter of a year $100,000. 

Mr. AnprettTa. What is that again? 

Mr. Rooney. You said you took 3 months out of the year. 

Mr. Anprerra. That is right. There is a difference in the number 
of jobs and the number of personnel and we figure what it will take to 
get through. The round figure of $100,000 is an estimate. 

Mr. Rooney. And you figure you can absorb part of it if it is more 
than that? 

Mr. AnpreEtTTA. All depending on what we get in the way of 
supplemental funds for the United States attorneys. 1 want to make 
it clear that the deficit which I mentioned is not for personal services. 
That is in the area of our litigation expenses which, for the most part, 
are uncontrollable. Again, that is an indication of the volume of 
work in these offices. 

ADDITIONAL PERSONNEL 


Mr. Roonry. How do you account for the fact that there is an 
increase of $46,000 for personal services? 

Mr. ANnpDRETTA. If we get it we would add those. 

Mr. Rooney. How many jobs? 

Mr. Burts. 7% man-years. It will provide 30 jobs for a quarter 
of a year. 

Mr. Rooney. Thirty jobs for 3 months? 

Mr. Butts. Yes, sir. 

Mr. Rooney. Any questions? 

Mr. Preston. No questions. 

Mr. Coupsrt. If you do not get this item in full these 30 persons 
would go on the payroll July 1? 

Mr. AnpretTrA. That is right. 

Mr. Couprrt. Unless you also get the supplemental money? 

Mr. AnprETTA. That is right. 

Mr. Coupert. If you get the supplemental and put these 30 on, 
you have to get your full 1956 item in order to keep them on? 

Mr. ANDRETTA. Yes. 

Mr. Covupert. So that the two are inextricably bound together? 

Mr. Anpretra. That is right. 

Mr. Roonry. Mr. Bow? 

Mr. Bow. No questions. 


59135—55——_18 
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Wepnespbay, Fresruary 23, 1955. 


SALARIES AND EXPENSES 
CLAIMS OF PERSONS OF JAPANESE ANCESTRY 


WITNESSES 


W. E. BURGER, ASSISTANT ATTORNEY GENERAL 
E. E. ELLISON, CHIEF, JAPANESE CLAIMS SECTION 


Next is the item contained in House Document 88, page 17, for 
“Salaries and expenses, claims of persons of Japanese ancestry” for an 
additional amount, fiscal year 1954, of $198,267. What about this, 
Mr. Burger? 

Mr. Bureer. I might say that under the terminology of these 
things, the title is misleading, since none of this is for salaries and 
expenses, but all of it is to pay the claims of claimants on adjudications 
that are already closed. 

Mr. Exuison. That is under object 13, awards, refunds, and so 
forth. 

Mr. Rooney. So that it is actually for the liquidation of claims 
which have already been settled? 

Mr. Exison. That is right. 

Mr. Rooney. At this point we shall insert in the record the page 
in these supplemental justifications, which is unnumbered. 

(The material referred to is as follows:) 


LreGcau AcTIVITIES AND GENERAL ADMINISTRATION 


Salaries and expenses, claims of persons of Japanese ancestry, justice (deficiency 
estimate, 1954) 

I i sn apd tes bd tact hte states ener $1, 785, 000 

Obligations to June 30, 1954 1, 983, 267 

Expenditures to Dec. 31, 1954 1, 770, 725 

Rs ceccteenbadavumedactst tenner Lennie fans nae GEs ae mtn le 198, 267 


PURPOSE AND NEED FOR DEFICIENCY FUNDS (PAYMENT OF CLAIMS) 


Pursuant to the provisions of Public Law 886, as amended, the Attorney General 
is authorized to adjudicate or settle administratively and pay loss or damage claims 
up to $2,500 each of persons of Japanese ancestry evacuated or excluded from the 
Pacific coast area of the United States, Hawaii, and Alaska during World War II. 

A deficiency request is made in the amount of $198,267 for the payment of 
claims under this appropriation. There is currently available (1954 fiscal year) 
$1,785,000; $225,000 for administrative expenses, and $1,560,000 for the payment 
of claims. The amount awarded in completed claims exceeds the appropriation 
by $198,267. 

Mr. Rooney. With regard to the next item, also contained at 
page 17 of House Document 88, this is a request for an additional 
amount for “Salaries and expenses, claims of persons of Japanese 
ancestry,’ $870,000 for the payment of claims. How many claims 
will this pay? 

Mr. Burcer. Approximately 600. 

Mr. Rooney. It would appear from your justifications, which we 
shall insert in the record at this point, that— 

During the first half of the current year $578,379 has been awarded and payable 
from this appropriation. It is estimated that $291,621 more will be required 
for the second half of the current year. 


Is that correct? 








273 
Mr. Burcer. That is my understanding, Mr. Chairman. 
(The material referred to is as follows:) 
LeGcat ACTIVITIES AND GENERAL ADMINISTRATION 


Salaries and expenses, claims of persons of Japanese ancestry, Justice (supplemental 
estimate, 1955) 


Sn ot entnheehihannedanene haehatndakuanon $200, 000 
CD: SINE Mg Eh OUR artis Ga cn ahin oi ds SaaS de odds 199, 108 
INE Beene ekdis ccd ns aceie ont ee eunsewer’ 1 89, 142 
Bugs Gemee were ees SOO... a a ec 200, 000 
Request for 12 months from July 1, 1954 through June 30, 1955__--_-_- 870, 000 
Employment: 

Average number current appropriations_-.._..._....-_-------- 37 

Peener vrUGr Cet ORO ROO oc cw tick sb wuabehbcketele Views s dad 

Actual employment as of Dec. 31, 1954______-- bbs ett eeicat 36 


Excludes completed claims. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS (PAYMENT OF CLAIMS) 


In addition to the deficiency request of $198,267 for 1954 fiscal year, $870,000 
more will be needed for the current year. The 1955 appropriation does not con- 
tain funds for payment of claims. 

During the first half of the current year $578,379 has been awarded and payable 
from this appropriation. It is estimated that $291,621 more will be required for 
the second half of the current year. It is assumed that most of the remaining 
claimants will withhold compromise offers and delay submission until some action 
is taken on proposed amendments to the Japanese-American Evacuation Claims 
Act of 1948, as amended. It is unlikely that the proposed legislation will be 
passed soon enough t6 have its full impact felt during this current fiscal year. 
In other words, this is the Department’s best estimate at this time. 


Mr. Rooney. When we were talking about figures a while ago with 
regard to cases remaining, you mentioned 2,445 cases. These cases 
will still remain even though Congress should appropriate the $198,267 
and the $870,000 in House Document 88? 

Mr. Burcer. Deducting 270 of them. 

Mr. Rooney. Can you give us the figure in the event Congress 
were to approve these two requests in House Document 88, one of 
which is a technical deficiency and one technically a supplemental? 

Mr. Burcer. That would leave an estimated 2,175 as of July 30, 
1955. 

Mr. Roonry. Any questions? 

Thank you, Mr. Burger. 





TMURSDAY, FEBRUARY 24, 1955. 


FEDERAL BUREAU OF INVESTIGATION 
WITNESSES 


J. EDGAR HOOVER, DIRECTOR 
CLYDE A. TOLSON, ASSOCIATE DIRECTOR 
J. P. MOHR, ASSISTANT DIRECTOR, FEDERAL BUREAU OF INVESTI- 
GATION 
Premium Pay 


Mr. Rooney. Gentlemen, we shall now proceed to consideration 
of the supplemental request for the current year for the Federal 
Bureau of Investigation. 
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There is pending a supplemental request contained in House Docu- 
ment No. 88 of the 84th Congress, first session, in the amount of $1.1 
million. 

At this point we shall insert in the record a statement with regard 
thereto, which was earlier today handed to me by Mr. Hoover. 

(The matter referred to follows:) 


SUPPLEMENTAL APPROPRIATION REQUEST COVERING PAYMENT OF PREMIUM 
CoMPENSATION, FiscaL YEAR 1955—Amount, $1,100,000 


This supplemental appropriation request for the fiscal year 1955, in the amount 
of $1,100,000, is intended to defray the cost of premium compensation for 
employees in positions requiring irregular, unscheduled overtime, pursuant to 
authority contained under section 208 (a) of Public Law 763 (fringe benefits 
bill), approved September 1, 1954. 

All of the funds available to the Bureau for the fiscal year 1955 are fully obli- 
gated at this time. Consequently, our appropriation is entirely inadequate to 
permit the absorption of costs arising from the payment of premium compensation 
under this statute. 

Coverage.—On December 23, 1954, the Attorney General formally held that 
payment of premium compensation was authorized to the special agent staff of 
the Federal Bureau of Investigation, at the maximum rate permitted by statute, 
in accordance with the requirements and authority contained in Public Law 763 
and the policies formulated by the Civil Service Commission in respect thereto. 
The Director was delegated authority by the Attorney General to administer the 
statute insofar as investigative personnel of the FBI were concerned. 

The estimate of $1,100,000 contemplates the payment, if approved, of premium 
compensation to qualified investigatory personnel of the Federal Bureau of 
Investigation, not to exceed 15 percent of the entrance salary rate of grade GS-9 
($5,060 per annum), or $759 per year, on the basis of an April 1, 1955, effective 
date. This date was predicated on the assumption by the Budget Bureau that 
funds would not be made available prior to that time. 

The amount of $1,100,000 allowed by the Budget Bureau for the fiscal year 


1955 will provide as follows: 


(a) Estimated number of special agents who will qualify for such 
TI 6.0. 66 hein nn mitts d bl dn ei abe wide 5, 796 
(Excludes those special agents who exceed the mavxi- 
mum salary step in grade GS-15 ($11,800 per annum), 
and those special agents on limited duty due to physical 
condition and unable to perform the required overtime.) 
(b) Average allowed per special agent______._._____-_---------- $189. 79 
(15 percent of entrance salary of grade GS-9 $5,060 is 
$759 on a per annum basis.’ For the 3-month period 
Apr. 1 to June 30, 1955, this amounts to $189.79.) 





Total (5,796 agents times $189.79) __.._.....------- $1, 100, 022. 84 
Daduct, to sun eee... |. Jan cen. sc SCL — $22. 84 
| ae ee ee a eee ee eae Tw $1, 100, 000. 00 


For the fiscal year 1956, the Bureau of the Budget approved an amount of 
$4,500,000 for inclusion in the Bureau’s (direct) appropriation request to Con- 
gress, to defray the cost of this item for the 12 months’ period ending June 30, 
1956. 

In accordance with statutory limitations, premium compensation will not be 
made to any employee whose annua! salary equals, or exceeds, the top of grade 
GS-15 ($11,800 per annum); or to the extent that an employee’s basic biweekly 
gross salary rate, plus overtime, exceeds $453.85 per pay period ($11,800 per 
annum). 

If approved, the amounts requested for this item will represent the only pre- 
mium compensation to be received by FBI investigative personnel. It will 
eliminate all other types of premium pay for unscheduled overtime services, 
including night differential and holiday pay. It will void any future right to 
acquire, or take, compensatory leave. 

It is felt that special agents of the FBI adequately meet the statutory quali- 
fications and related criteria governing eligibility: Their hours of duty are not 
susceptible of control administratively; the positions require substantial amounts 
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of irregular, unscheduled overtime duty, and duty at night and on holidays; and 
investigative employees are charged with the responsibility generally of recog- 
nizing, without supervision, circumstances which require them to remain on duty. 

Overtime trend.—On the basis of current experience, it is estimated that investi- 
gatory employees of the Bureau, during a 12 months’ period, perform voluntary 
uncompensated overtime valued at $9,932,334 at basic rates of pay. The 
average overtime now being rendered approximates 2 hours per day per agent, 
representing the equivalent of 40 hours’ overtime, or 1 extra week’s work, each 
month. This trend has continued unabated over the past many years’ period. 

Savings to Government.—Approval of premium compensation under the fringe 
benefits bill would still afford a substantial savings to the Government. These 
savings would range from $1,383,083 (fiscal year 1955) to as high as $5,432,334 
(fiseal year 1956), computed on basic annual rates of pay, as follows: 


Basis for computation 














Fiscal year | Fiscal year 

| 1955 (3 1956 (12 

| months) months) 
Value of voluntary mnsompenaeied overtime. .-...--- i i a ak | $2, 483, 083 $9, 932, 334 
Cost 18 percent premium pay. ......-............-........-....-..........] 1, 108, 000 4, 500, 000 
Seine Bh a. dos ha sckncacctuieesadicccinedenssigan pieced eae ice | 1, 383, 083 im. 5, 432, 334 


Administrative controls—Through its inspection and planning machinery, the 
Bureau has already set in motion the necessary controls designed to maintain 
strict accountability over this program, if approved. Inspectors and other 
Bureau officials have been instructed to thoroughly review the administration of 
premium pay proposals as a regular part of each divisional inspection, so as to 
assure that all agent personnel certified as eligible to receive benefits thereunder 
are actually meeting all of the statutory and regulatory requirements. 

Conclusion.—Security and espionage investigations, and serious crimes of 
violence, cannot be successfully concluded on a time schedule. They demand 
the availability of our manpower 24 hours daily, 7 days a week. They demand 
personal sacrifices, and prolonged application to duty, far in excess of a minimum 
40-hour work week. I am fully confident that the traditions of our organization, 
and the esprit de corps of its members, have encouraged a devotion and recognition 
to duty concomitant with such responsibilities. 

I feel, therefore, that the representatives of this Committee may be assured 
that the investigative staff of the Federal Bureau of Investigation will whole- 
heartedly continue to discharge its obligations, as it has in the past, consistent 
with the demands of the service and the security of the Nation—regardless of 
what action is ultimately taken by the Committee in its consideration of this 
request. 


Mr. Rooney. Mr. Tolson, will you please explain to the Committee 
what items make up this figure of $1.1 million? 

Mr. Toutson. That request, Mr. Chairman, includes 5,796 special 
agents who are qualified to receive the premium pay. The average 
payment for the quarter from April 1 to June 30, 1955, is $189.79. 
The total is $1,100,022.84, and the rounded figure is $1,100,000. 

Mr. Rooney. Since we previously discussed this matter in the 
hearings on the regular budget for 1956, I believe that is all, gentle- 
men. We thank you very much for your presentation here today. 

Mr. Hoover. Thank you very much, Mr. Chairman. 
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Turspay, Marca 1, 1955. 


SALARIES AND ExPENSES, IMMIGRATION AND NATURALIZATION SERVICE 


WITNESSES 


. M. SWING, COMMISSIONER 

. A. LOUGHRAN, ASSISTANT COMMISSIONER 

. C. DEVANEY, ASSISTANT COMMISSIONER 

. L. HENNESSY, EXECUTIVE ASSISTANT 
DALE FRANCIS, BUDGET OFFICER 
HARLAN CARTER, CHIEF, BORDER PATROL 
S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT TO THE ATTORNEY 

GENERAL 


Mr. Rooney. The first item with which the committee shall con- 
cern itself this morning is the supplemental request contained at page 
18 of House Document 88. The details thereof begin at tab 6 of the 
justifications. The request is in the amount of $1.5 million for fiscal 
year 1955. 

SUMMARY JUSTIFICATION DATA 


We shall at this point insert page 24 of the justifications. 
(P. 24 of the justifications follows:) 


SuMMARY OF REQUIREMEN1S, FiscaL YEAR 1955 
Salaries and expenses, Immigratien and Naturalization Service 


Estimated total requirements, fiscal year 1955 $43, 500, 000 
Appropriated to date: 
Soren - 3 $39, 000, 000 
3, 000, 000 
—— 42, 000, 000 


Recommended supplemental appropriation 1, 500, 000 


| Presently | Revised Ba 
By projects or functions | available, a Difference 
| 1955 a 





. Inspection for admission into the United States_-_-____- $9, 120, 100 $9, 145, 700 | +-$25, 600 
2. Detention and deportation “a 8, 120, 500 8, 125, 900 | +5, 400 
3. Naturalization _-_ 2, 881, 400 2, 881, 400 

. Patrol for prevention and detection of illegal entry__-.----- 8, 480, 200 9, 811, 200 +1, 331, 000 
5. Investigating aliens’ status | 5, 584, 400 5, 722, 400 +138, 000 
». Alien registration Sawa adn | 737, 000 737, 000 ; Fie 

. Immigration and naturalization records_ - 2, 472, 800 2, 472, 800 
8. General administration x 4, 603, 600 4, 603, 600 | J 





Total. 7 : ee | 42,000, 000 | 48,500,000 | +1, 500, 000 


The recommended supplemental amount of $1,500,000 is subdivided by topical 
items and explained hereunder as follows: 
I. Special border program: 
(a) Force increase $849, 000 
(b) Operations deficit 301, 000 
——_—— $1,150, 000 
II. Premium compensation : 286, 000 
III. Uniform allowances____---- 64, 000 


Total... he , 500, 000 
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Mr. Rooney. From page 24 it would appear that $1,150,000 is 
requested under the title, “Special Border Program,” $286,000 for 
premium compensation and $64,000 for uniform allowances. 

Pages 32 and 33 of the justifications list the requested additional 
personnel and related cost. 

At this point we shall insert pages 32 and 33, to which I have just 
referred, as well as page 35 which refers to the premium compensation, 
and pages 36 and 37, the chart details thereon, which refer to the 
uniform allowances. 

(Pp. 32, 33, 35, 36,£and 37 of the justifications follow:) 





278 














oo’ rs Seuys 9 


Pane ee saat oo 





000 ‘OLT “-"""="900'S$ SETI] ZZ 
oa. sf] ~ 002 ‘I$ SOTIT? 02 
as. + ~~ 006$ SeUIT} gE 
000 ‘ZT “-=""" =" 90S‘ T$ SOUT OT 
OOI ‘ ee | 
006 ‘9T veers ae IBod [TN 
00 “61 ~Te= ===" "R$ SOUT? LEZ 
00g ‘8 re eed 9E$ SOUT? LEZ 
006 ‘¢09 “SOE SOUITZ L$ SOUT? LEZ 
000'S! _ n= on OOS SOUND 008 
O00'P88 T [soto reotoceteeee 
009 “0z ce. toe ae ee 
008 ‘TZ See > ae i: =. ee 
008 ‘SET Ce ae tt dee tae tae 
ee oe «ks i ok ee ee 
es 2s ee 
Ogb ie ok | ae 
OF ‘206 aS ea ee 
000 ‘9T i. ae oe ns 
ere) kee ae ony op---~ 
poz ‘LT Fe. a — 
DIF ‘8 a ae a wee 
Orr 8 tae a 
OF9 ‘EI ae ae: — = 
02S ‘LP wu ee Saas “n= 
000 ‘6gZ$ convone=$°390s Gat 
yunoury SYIVUIOY 


4o3pnq 9g6l 





























OO0O'TS SOLUTE Y 























sasuad ra paynjas pun pauuosiad jo1jod sapsog pouoiwppy 





000 ‘9 
! | ! | ‘1vah Jed yore 
00¢ ‘Lz ae a fart 0s‘ I$ Soumya Zz | ---- ~~ “~ ete ee | 000‘e$ 38 (UBOT AUIIY) Sosng U0]}R10d0 pus ddUBUOIUTe yy 
*IBodk 
000 ‘9 ee ee Eger, tee Connect" ea ee Ca ae ~--"| Jed youa 00z‘1$ 98 ‘suBpes UOTIBIEdO puB sdUBUOVUTLY 
00¢ “6 oe ee ee OSZ$ SOUIT} SE oreo | Capea eee ~“~"| avad Jad yove 006$ 38 ‘sdoef uoy{eIedo puB soUBUEIUIB LY 
*Iv0 Jod 
000 “¢ Ree ae a ae “-90e$ Sommy) OT | peverkt yor ao "===" | Yowe 00Z'T$ 38 “Yons} UO}-] UO}WwIedo puL doUBUEIUTeW 
"000'$ 
008 - ae ~~ |" SS6T il ‘dy sao y wae: Pe ny ee ~===r=="=") 4B “9 [000'FS 78 ‘61Z “000'S$ qe ‘fF ‘000'9$ 38 ‘g :souBinsuUy 
002 ‘+ pibbcatiell he a eae area tee. ey wee toe FOF 1B ‘CT ‘6C¢$ 9B ‘GQ ‘gO¢ 18 ‘b ‘ZZ$ 9B ‘ZIZ :soxEy, 
000 ‘¢ bee ero ate Referees 1Z$ Sewy} 28% |--- 7-7" (apes | otyie Si aRar ee. Gees saAo[dud Jed ved Jod Zg¢ :suoT}VoTUNUITIOD 
OO ‘% ee en ee mena Can ai" ‘ewig Tt oe tes Se ee eaAo[ due Jod 30d 10d gogg$ 48 ‘soljddns voyO 
000 ‘IST pot Fee Sere ee a Se ee ee ge ee Pees Aen aa ee ate Aep Jed L$ Jo odviaae ‘sooA0[due 2eZ :WeIp Jog 
00S ‘F Se ee ho” eee: le Sarr ee ae Ivo Jod 10j00dsuq [o13ed Jad 06g 48 ‘UOTJFUNMIUTY 
008 ‘¢ Be ee ae 00e$ Sout} 6g |---~-- 777” Pend 8S hee ee ~-~"|-=="="=--sgaA0Tdm90 19430 Jed 0Oz$ ‘gueUId|nNbe prepurig 
002 ‘Ie z ia —————— le ee 7 ee ee Ja0yjoO Jad OST$ ‘QueudInbe prepuvig 
| SASN4dXa GALV1aU 
‘oem. [ iSnys socsunnenbitely oncenseeaipqaauonnnepesnes Batter sssapraeRaesetany “nomen ss" =""S9OTAIOS [BUOSIOd [80.1 
—| ———__———_ "9961 ‘T “Ad V 9ATOOYa ‘2-GH epeis 
ee ee ede Vinee Leer ee eek eke ee ae ee ee : ueurAouINof 0} siojoedsuy joujyed 00% JUeMIBDUBAPY 
_ Pane ee eee ee ee ee, oS Chee oe ee te Teererccocccocasscrnuce="SULIOUN 10} COURMOTTY 
002 ‘29 yr Se en aes ee Roem ee aes ee a ee pan Neate Wire sere ~--"ABd OUITIIOAG 
ea. ss a ee ede LS eee, seraehe weer eve, Pea i Sea (1960'S "U “A “O g) Siseq [enuue uo Avd winyuIeIg 
00s ‘ ae ee ee en ee eee ee En eee are “" 7" >" 98BG Yoom-Ze JO sseoxe uy Avd sepnsey 
00L ‘S2z ge eee ae ee cr Sia ie a ae a ae Sea ante ee a ~---="-"== «Bd Oseq JON 
iM Bee ee ee ee ee Fespe coer ices ofertas ae “corr sesdey 8897] 
O&F ‘206 a .hUCUCUmh eer oe LEZ SOER STS ees Va ee Eee Say i omas ““[BIOL 
000 ‘9T 000 ‘¢ Reet mee ee nie op---- | 00g ‘e ee es (1) | 9 ae Saree fq s<n2erens-nens> + ~ Segui: Aner 
oz ‘Te 000 ‘8 ee a i. a att 8 pciaaeil “SD | OT eee ee eee ee 120yo woHwa}aC] 
002 ‘21 Sh ‘F SE ee te ee ee prreso se 6 Goo Fa eee eimai ties eo JoydeiZ0u94s-41IO 
OIF ‘8 ie be ee oe ae se <1 eee) 2k L-SD |Z [7 <teceneeececersrecscssssn == seus Ose 
‘OIF 8 Z0I a e.. wos Hides Z-8D |Z |" ne eee ae ae “UBPOUYIe, OFU0I700T 
OF9 ‘ET Olb & ee a eC ee eres ee ¢-SD | F |: pede acetate eee See eey 
029 ‘Lb 088 ‘TT CE Geek a —— Il-sp | 8 iy piuettinbeniciiate gk: Wii ppl,” > q0oTId ouslaiyy 
000 ‘6gz$ OSL ‘68T$ “¢G6l ‘Tidy oayoogg | 962 ‘E$ = f---- 9-SD | 002 F Togeeevensenanee Stele 7 hee are 
| TANNOSUAd IVNOILIGAV 
| | 
[[o1 punol co 7 | 
[830] 0 ween Alves 
Le ee nen (UNITY Opelt) JoqQMUInN 
jeyUeUIe[ddns eggt posodoig | 


“O01 ‘96Z$ [8907 SUIO] SUTLIMIAIUON ¢ 
=e *psvog e384 1 


3 


SOSUBAXO PozBIAI [BIOL 


. ; biactened OOS 78 ‘SOTPB1 BF ATVy-oypuBY Oz 
ala | sos --|--- SOUl}} 02 ' — 09$ 78 ‘SJAS YOoYD pvol OZ 
000 (9 - ~--- SOUT} 0Z ote ae. Oc$ 7B “SIBYUTTG YITM SUdITS OZ 
pa q s souly} @ iv | ’ . 009$ 38 ‘so;pRs <aas 
. s ha aa 5 ae 4 ‘ : ‘ 8 Z {000°6¢ 38 F) Souvtd g 
000 ‘$ ¢ mPa SOUT]} OF |” ae 7 =e ~~~" (000"*FES 98 Z ein co Ganmek 0g 
000 ‘VOI s - coool SUIT} 02 a et . - “---"=-QoeTg¢ 98 ‘sdoof ge 
000 '8% ¢ ee :  SOTLIT} BF = aS ee avs “O01 ‘Z$ 98 ‘SYONIY U04-T OI 
a - ra “O01 ‘Z$ Souy} OT ; - aIFYoA Jod ggTg ‘sejsosseooe yueUIdnNb| 
000 16 . ““@CT¢ SOUIT} RO oe * = “O1Z$ ‘opPoJYoA Jed 4so00 AIVATTOC 
00¢ Ol t = bout COZ} SOUT} 89 | ‘nak 
000 ‘FI < | | tad yous 000F , 8 UOT} Ba10d BO W 
‘I$ SoUury) ¢ 
voor somyy g | wre = 





280 


The computation of the amounts required for premium compensation on an 
annual basis and for the period April 1 to June 30, 1955, is set forth below. 


Grade and rate 


GS-11, at $5,060 

GS-10, at $5,060 

GS-9, at $5,060... __- 
GS-8, at $4,620 to $5,060 
GS-7, at $4,205 to $4,955 
GS-6, at $3,795 to $4,545 


IE iiicreita cr ceeneeninn 


Gross premium (15 percent)_..-..---- 
Less savings in other items: 

Holiday pay 

Night differential 


Net additional cost per annum...__------- 


Requirement for period Apr. 1, 1955 to 
June 30, 1955; 1 calendar quarter- ----- 


Ill. 





Patrol inspectors 


Num- 
ber 


12 | 
7 


5. 825, 880 


—158, 200 


Amount 


$60, 720 
35, 420 
232, 760 
843, 325 
3, 827, 415 
826, 240 


873, 900. 
—112, 500 


603, 200 


Num- 
ber 


3, 781; 875 


Investigators 


Amount 


$612, 260 
20, 240 


567, 300 | 


—1, 000 
—3, 000 


563, 300 











148, 000 





UNIFORM ALLOWANCES 


138, 000 





Total 
Amount 


$672, 980 
55, 660 

3, 182. 740 
843, 325 
4, 026, 810 
826, 240 


9, 607, 755 
1, 441, 200 


—113, 500 
—161, 200 


1, 166, 500 


Under the Federal Employees Uniform Allowances Act, employees required to 


wear a prescribed uniform in the performance of official duties are to be furnished 
such uniforms by the employing agency or paid an annual allowance for uniforms. 
The administrative regulations of the Immigration and Naturalization Service 
require that uniforms be worn during performance of official duty by immigrant 
inspectors, detention officers, and border patrol officers. The payment of allow- 
ances in lieu of the furnishing of uniforms by the Service is reeommended. The 
computation of the amount required is set forth below: 


Activity distribution 


Unit 
cost 


Average 


Employee group number 


Amount Detention 
Inspection | and depor- 


tation 


Patrol 


Immigrant inspector____......_--- : 
Detention officer 

ig | ee en 
Airplane pilot 


$100 
100 
100 
100 


$102, 500 
23, 900 
127, 900 
1, 700 | 
Total, annual rate 256, 000 | 102, 500 


21, 700 | 31, 


Requirement for period Apr. 1, 1955 
to June 30, 1955; 1 calendar quarter | - - 
| 








25, 600 | 5, 400 | 








| 


SSS 


sks 


ISi1SS SURIS 


Ss 
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The range of unit prices for individual uniform articles, from the price lists of 
principal suppliers, is shown by the following table: 





Unit price schedules 


Minimum | Maximum 





\ niforms for immigrant inspectors and detention officers: 
Coat sdkaddhoss xe : . 

Trousers ‘ th Cassis vecsshadieatinae an -_ - - 85 | 
Cap =, ; : 4. 65 
Overcoat “ baccachie . 90 
os 4.70 

.10 | 

75 | 


8. 00 


Total E dit Mpa Tid Tater ie 70 


Uniforms for border patrol officers: 


Coat. -- Ee és ahi ti ; i 38. 95 | 51. 30 
Trousers ; ; : 5. 85 25. 45 
Cap 7 : ; | . 65 5. 80 
Overcoat -- -- ‘ pie “ | 2. 80 72. 80 
Shirt ie wal i be ; ina . 70 | .70 
Tie . : ed Sa ts Cie lee i onaie ‘ ‘ oe . -10 | .10 
Belt (S. B. ‘ a aire aoe ; 5. 50 5. 50 
Socks bhkes chi ht iecced alah aeee tedden ices a 5 $i) 75 3. 00 
i Fei nue oawdens i ee aR aiaeeiam / : . 00 | 7.00 


Total-_-.--- i Sheil 152. 30 186. 65 


Under ordinary standards, an officer must purchase annually 1 coat, 2 trousers, 
1 cap, 5 shirts, 3 ties, 6 pairs of socks and 1 pair of shoes. An overcoat must be 
purchased about every 3 years. Payment of maximum allowance of $100 annually 
will not fully reimburse an officer for the expenses of providing his uniform. 


SPECIAL BORDER PROGRAM 


General Swine. The supplemental requested is necessary to con- 
tinue in force the present special operation on the border to prevent 
the illegal entry of Mexican nationals. At the present time we have 
on the border approximately 750 officers in a task force. 

This group is made up of patrolmen and other officers of the service, 
on special detail. Since June 10 they have been working 1 day paid 
overtime and the vast majority of them a second day overtime with- 
out pay, in order to accomplish their mission. Practically the entire 
force has lost its leave of the last year and I would say 99 percent of 
them willingly and voluntarily, in order to accomplish this mission. 
[f the border is to remain closed in this next quarter beginning April 1, 
[ will have to have this money to recruit the additional border patrol 
force to replace these officers I have had on detail, with overtime, 
which I recognized in the beginning could not be continued indefi- 
nitely. 

That about sums it up, I should say. 

Mr. Coupert. How many additional officers would this require? 

General Swine. Two hundred officers and thirty-seven supporting 
personnel—radio men, pilots, and maintenance people. 

Mr. Covuprrt. That will make a total force of how many? 

General Swine. One thousand, four hundred and seventy nine. 

Mr. Covuprrt. How wide an area do they patrol? 

General Swine. All our land borders. 

Mr. Couperrt. This isn’t exclusively for the Southwest? 

General Swine. No, sir; it is also to strengthen the northern border 
which recent inspection shows needs some strengthening. 
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UNIFORM ALLOWANCE 


Mr. Roonry. What about this chart on page 24, wherein we find 
4 requested additional amounts: $25,600 for inspection for admission 
into the United States; $5,400 detention and deportation? 

General Swine. That is uniform allowances. 

Mr. Rooney. Does the $25,600 figure apply entirely to uniforms 
for inspection for admission into the United States, and $5,400 in 
detention and deportation? 

General Swine. Uniforms. 


PREMIUM PAY FOR INVESTIGATORS 


Mr. Rooney. And investigating aliens’ status, $138,000? 

General Swine. That is premium pay for investigators. 

Mr. Rooney. How did you arrive at the figure 200? Why isn’t 
this 150 or 250? 

General Swine. Strange to say, it is a coincidence. We figured it 
out and put the 750 men down there. I don’t know how I arrived 
at 750 but we figured when we put the 750 down there and counted 
up the overtime and voluntary overtime that they were doing, on 
man-days, it came out almost 200 exactly. 

Mr. Coupert. That 750 men would do it. 

General Swina. It would take care of the overtime that they were 
putting in. 

Mr. Couprrr. They were doing the work of 950 men, is that the 
point? 

General Swine. Yes. You could express their overtime and volun- 
tary loss of leave in terms of about 200 men. It looked like it had 
been picked out of the sky but it just worked out that way. 

Mr. Couperr. Is this a permanent situation we are dealing with? 

General Swine. Yes, sir; it certainly is. I will stake my reputation 
that -— these 200 additional we will seal that border and keep it 
sealed. 

I also know that come next year I will have a hard time defending 
that 1,479 because the border will be sealed and somebody will say, 
“‘Why can’t you do it with less men?” 

General Swine. It is 1,279 now plus the 200 which would make it 
1,479. 

Mr. Coupert. This isn’t the result of the typical situation with 
the wetbacks in the southwest area, which might or might not be a 
permanent condition. You have apparently gotten that under con- 
trol, haven’t you? 

General Swina. Yes; I have it under control. 

Mr. Couperr. Is it possible that they may decline in the next year 
or two and you won’t be able to use all this personnel? 

General Swine. No; the opposite is true. Pressure is building up 
all the time. Now, that we have thousands of them thrown back, 
when a man gets over here he can get more money than he could get 
when thousands came in here and they were being picked up at a 
dime a dozen. Making a tighter screen makes it of greater advantage 
to the individual to get in here because the individual who does get 
in, profits greatly. 
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Mr. Covupert. The individual who is caught and sent back really 
has nothing to lose. If he is sent back, he is merely sent back 
without penalty? 

General Swine. Yes. 


UNIFORM ALLOWANCE 


Mr. Coupert. Why this item of uniforms? Is that for the addi- 
tional personnel you are asking for? 

General Swine. No; that is under the recent law, to take care of 
everyone. 

Mr. Roonry. How many of the 200 would be used elsewhere than 
the Mexican border? 

General Swine. Mr. Chairman, we are restudying the conditions 
on the northern border, now, and we realize that you’ve got to 
strengthen it up there. Just how far, I am not prepared to say, but 
the great majority will be used on the southern border. It would 
be, 1 would say, not over 50 up on the northern border. 


TRANSPORTATION OF MEXICAN ALIENS 


Mr. Rooney. On last Friday when we were referring to the annual 
budget for 1956 fiscal year, mention was made, as I recall, in your 
general statement, with regard to the transportation of Mexican 
wetbacks, once they are over the border, down into Mexico, by bus 
and by railroad train. I am not sure at the moment whether this 
appears in the record, the details with regard to that expense. Does 
the Mexican Government pay for the railroad transportation of those 
wetbacks? 

General Swine. Yes. 

Mr. Roonry. How far down into Mexico do they take them? 

General Swine. It depends on the point on the border at which 
they are sent in but I would say the minimum distance they are taken 
in, is 750 miles. In many instances they take them farther than that. 

Mr. Roonry. And the United States Government pays no part of 
the expense with regard to the railroad transportation of these people 
down into Mexico? 

General Swine. That is right. 

Mr. Rooney. What is the situation with regard to bus transporta- 
tion of these wetbacks back into Mexico? 

General Swine. We pay none of that. We pay boat transporta- 
tion. 

Mr. Roonry. From where to where? 

General Swine. Right now from Port Isabella to Veracruz, which 
is about 550 miles, I am told. 

Mr. Roonry. What are the details with regard to that? 

How much have you spent so far? 

General Swine. $8 each by boat. 

Mr. Rooney. How much have you spent so far on this boat trans- 
portation? 

Mr. Lovueuran. As of the end of January 1955 there were 11,200 
who went down by boat from Port Isabella. 

Mr. Rooney. Covering what period? 
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Mr. Loucuran. My recollection is from sometime in September to 
the end of January; 11,200, at approximately $8 per head. 

Mr. Rooney. That is how much total? 

Mr. LouGHrRAN. $97,206. 

Mr. Rooney. Until what date? 

Mr. Loveuran. January 31. When we made a contract with this 
boat company, the unit cost was $9 per head and it has been reduced to 
$8 per head. 

Mr. Rooney. What boat is that? 

General Swina. It is a Mexican boat. It is called Emancipation. 

Mr. Rooney. Couldn’t you get American water transportation? 

General Swine. We could, for about 3 or 4 times.the price. 

Mr. Rooney. The total number up to January 31 carried for 
$97,206, by boat, was how many? 

Mr. LovuaHran. 11,200. 

Mr. Roonry. How many were carried down on the train at the 
expense of the Mexican Government? 

General Swine. I don’t think we can get that figure. 

Mr. Loveuran. Through February 16, 1955, 17,284 in family 
groups were transported by train from Reynosa. Single males 
delivered to the Mexican Government for train movement from all 
other expulsion points totaled more than 100,000. 

Mr. Rooney. And by bus? 

Mr. Loueuran. Through February 16, 1955, by bus, 61,527 from 
Texas and 36,539 from California. 

Mr. Rooney. What are the details of the relationship between the 
Mexican Government and their furnishing this transportation by bus 
and by train, and the wetback, himself? You see, on the face of it, 
it might appear that this was just an enjoyable excursion. Do they 
make these people pay? What do they do when they get them back 
into Mexico? 

General Swine. When we turn them over to the Mexican Govern- 
ment, they have their officials right there. If the man has money to 
pay his railroad ticket, they take it away from him and he pays for 
his ticket. 

Mr. Rooney. It is as easy as that? 

General Swine. Oh, yes; I’ve watched them. They stand right 
there and just take it away from them. 

These chaps are very amenable people. If you just tell the Mexican, 
he just ‘“‘fesses up.” 

As a matter of fact, we say to the man, ““‘What have you got here? 
Show us what you’ve got. If you have the money you buy your 
ticket.’’ We take them by air from Chicago to Port Isabella, and by 
ship on down to Veracruz, and when we first took several thousand 
out of there, about 70 percent of them paid their air transportation 
and took the Caribbean cruise down to Veracruz. Some of them had 
as much as $3,000 or $4,000 in their jeans. You don’t have to shake 
them down; you just speak to them and they are caught and they are 
willing to go, and, if they have the money, they pay it. 

Mr. Rooney. What have you spent with regard to transporting 
Mexican aliens to the border from American cities, such as Chicago? 

Mr. Loveuran. Chicago and other points to Texas would be 
$122,419. 
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Mr. Rooney. Any other cities? 

Mr. Loveuran. No, sir. 

General Swine. Well, here is what happens, Mr. Chairman. The 
plane will start out in Chicago and might stop in Kansas City or 
St. Louis or go into some other town where there are 10 or 15, and 
pick them up, so your Chicago thing really covers the whole business 
down through that central valley where most of these follows infil- 
trate and go up. Intelligence shows that the natural channel for them 
is to come up the Mississippi Valley and we pick them up all through 
the valley, on down. 

Mr. Roonry. We have $122,419, by air, is that correct, out of 
Chicago and from points on the way to Texas? 

General Swine. That $120,000 excludes costs of $97,206. Every- 
body who came out of Chicago went to Vera Cruz. 

Mr. Rooney. $97,206 is the amount paid over this 3%- or 4-month 
period for boat transportation from Port Isabella to Vera Cruz. Is 
there anything else expended for transportation of these aliens? 

General Swine. You’ve got a tremendous bus bill from California 
to Nogales. 

Mr. Rooney. What does that amount to? 

Mr. LouGuRAN. $342,812 is the total cost of bus fares from south 
Texas to El Paso; $357,792 from California. 

General Swina. That is on this side of the line. Then, we have 
our own buses that we got from the Army—would you like a total 
figure for the record of what we have paid to move these fellows? 

“Mr. Rooney. That is what I am trying to get. 

General Swine. Let me put it in the record, giving it to you 
piecemeal this way we will not get a clear picture. 

(The information requested follows:) 


Data re moven.ent of Meaican aliens, June 11, 1954, to Jan. 31, 1955 


| Amount | 

| Number of| paid by | 
aliens { Govern- 
ment ! 


Amount 
paid by otal 
alien 


Movements by bus: | | 
California to Arizona.....---.-- seth agai aliases on = 65, 923 $477, § | 2 $301,481 | $779, 385 
South Texas to E] Paso---_-.-- Sant. en 39, 602 413, 2 20, 248 433, 267 
Movements by ship: Port Isabel to Vera Cruz. 11, 200 | Fie ho dteeuddews 97, 206 
Movements by plane: Chicago and other interior areas 
to point of border expulsion ectaah ‘a 5, 94: 22, 44 nici 122, 420 


321, 729 | l, , 432, 2 


oy 





"122, 668 | Lj 055, 684 ‘376, 594 | 1, 432, 278 





' Includes fares, lunches, detention and vehicle operation costs directly related to the operation. Cost of 
employees’ salaries and expenses are not included. 
2 Paid by aliens directly to carriers. 
® Includes 2,020 from Chicago. 


Mr. Roonry. What assurance have we that these people having 
enjoyed one of these trips and seen the country and had a nice Carib- 
bean cruise, won’t be repeaters when harvest time comes this year? 

General Swine. We always get repeaters. I get daily telegrams like 
this from the border. This is from Mr. Sahli down in San Antonio. 
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Total Mexican aliens apprehended, 85— 
that is for the district— 
Number of aliens apprehended line watch— 
that is the people we have 24 hours along the line— 


19. Transients, 21. Agriculture, 22. Industry 23. Recent entries within 48 
hours, 30, of which 25 entered within 24 hours. Sector breakdown: Del Rio, 21; 
Laredo, 17; Brownsville, 36; suboffices and stations, 1; boat lift repeats, 5; other 
repeats 31; bracero skips, none; airlifted, 26 aliens to Marfa from Del Rio. 

Mr. Rooney. That is —— 

General Swine (reading): 


Bus lifted 22 aliens from Brownsville to McAllen Camp. 


It goes on like this and I get it from all sectors. 

Now, you see, the number of repeats. What we are doing, if a 
fellow repeats in California, we are busing him or flying him, maybe, 
to Brownsville and putting him on the boat at Port Isabella and send- 
ing him to Vera Cruz. If he repeats in Brownsville we sent him to 
Nogales and send him down deep into Mexico from that sector. We 
are just trying to make it so tough on him that he begins to realize 
that itisrugged. They hate the boat trip like a devil hates holy water. 
They get out there and they get seasick and the boat lift is the most 
salutary thing that we have hit on yet. 

Mr. Rooney. How long is the voyage from Port Isabella to Vera 
Cruz? 

General Swinc. Twenty-eight hours normal time but they hit bad 
weather and so forth. 

Mr. Rooney. Does the figure $8 a head include food? 

General Swine. Everything. We turn them over to the skipper 
at Port Isabella and he carries them on out. 

Mr. Roonry. These wetbacks flood the Mexican border at harvest 
time when there is work. It is seasonal. 

General Swine. Yes, sir, and they move right along the border. 

Mr. Rooney. I wonder whether or not we are giving them a 
delightful Caribbean cruise and transportation back home or in the 
direction of home, to have most of them come back at the next 
harvest time. 

General Swina. Well, I wouldn’t worry, Mr. Chairman, because 
they have been talked to and they don’t like it and they don’t flood 
back in. 

If you will realize, now, that we are averaging along that border, 
300 apprehensions a day—and that includes not right on the border 
alone but back in the working areas, and we are getting into the 
places where they have been hiding out for years. 

When we started this operation they were arresting about 3,000 a 
day and just turning them back over the border and they were 
flooding back in. 

They are not going to flood back in during the harvest time. We’ve 
got the thing patroled now with these detail men and if you give me 
the men I ask for they will be patroled from now on out and they 
won’t flood back in. But we can’t build a stone wall along there and 
keep them all out. It is just impossible. 

Another thing, in this 300—here is one from Neelly. He says the 
majority they are picking up now around El Paso are women and 
children, people we can’t take and move by boat 500 or 1,000 miles 
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away. They are women and children living right alongside of the 
American towns. They come over there and pick up what they can, 
steal clothes off the line, petty thievery, or get a job washing dishes 
for a couple of days in some greasy spoon, or something like that. 
That is why I said in my general statement the other day, I want to 
vet some fences in those populated districts to keep that type out. 
Diseased people, for instance. 

Mr. Rooney. Isn’t that a matter for the International Boundary 
and Water Commission of the Department of State? 

General Swine. They say not. 

Mr. Roonry. They have been building fences to my knowledge for 
many years. Are they now trying to put you in the fence business? 

General Swine. No, I am volunteering. I think somebody has to 
build some fences down there and the Boundary Commission says 
it is not their job. We seriously need fences in those populated areas, 
to keep that type of illegal entrant out. Those are the types who 
spread disease. You see them living in those hovels on the other 
side of the river. 


MEXICAN LABORERS ADMITTED UNDER AGREEMENT 


Mr. Rooney. It would seem to me that the best evidénce as to the 
effectiveness or noneffectiveness of what you are doing on the Mexican 
border would be the increase you mentioned on Friday last, in the 
number of legal people who have come in and worked on American 
farms under arrangements between the two Governments. In that 
way they are protected with a minimum wage, which is of advantage 
to the Mexican laborer. It might be well if you inserted at this 
point in the record a statement with regard to, over a period of let’s 
say 5 years, the number of legal alien workers brought in pursuant to 
these agreements. 

You pointed out there was a very substantial increase in this on 
Friday, and it might have a great deal of bearing on this matter. 

General Swine. I am glad you brought that point up, sir. I am 
sure it does. 

(The information requested follows:) 

Mexican agricultural laborers admitted under agreements years ended June 30, 1950, 
Number 
Year ended June 30 admitted 
July-December 1954 245, 162 
213, 763 
178, 606 
223, 541 
115, 742 
116, 052 


USE OF AIRPLANES IN TRANSPORTING WETBACKS 


Mr. Roonry. when you spoke a while ago about transporting 
wetbacks by air from Nogales to San Antonio, or Brownsville, what 
planes do you use? 

General Swine. We have an air fleet now. We have 12 light air- 
craft on hand which we use in teamwork with jeeps and trucks. 


59135—55——_19 
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Mr. Rooney. Aren’t those the detection aircraft? Aren’t they 
the Beechcraft and Cessna planes that you use to detect groups of 
them coming across, or working on farms? 

General Swine. Yes. 

Mr. Rooney. I am speaking of transportation of these people you 
are deporting. 

General Swine. We’ve got three C-46’s on loan from the Air 
Force, and two C—47’s on loan from the Navy. There are five that 
we use to transport these people and transport our own people. 

Mr. Rooney. Do those planes cross the border? 

General Swine. No, sir. 

Mr. Rooney. We used to hear an awful lot a few years ago with 
regard to this business of air transportation and giving these wetback 
people free rides. Are you still riding them by air? 

General Swine. We find using these airplanes is more economical 
than trying to use bus or send people by rail from interior points like 
Chicago and St. Louis. We investigated and asked the railroads about 
it and called for comparative estimates of what they would charge to 
transport these people. We are transporting them at about 2.1 cents 
a passenger mile. The cheapest we could get on bid from nonsched- 
uled lines to pick them up and carry them was around 3.5 cents 
a passenger mile. Involved along with railroad or bus fare, of 
course, would be guards to accompany them, to feed them and so 
forth, which made it several times that amount. 

Mr. Roonry. Do you have the figures with regard to the cost of 
the use of these three Air Force planes and two Navy planes? 

General Swinc. We have a sheet here which we can insert in the 
record which will give the whole thing. 

Mr. Rooney. It would appear from this chart that these operations 
began September 27, 1954, and covered the period to January 28, 
1955, is that correct? 

General Swine. Yes, sir. 

Mr. Rooney. And that the total cost during that period of time 
was $102,391.60, is that right? 

General Swina. Yes, sir. 

Mr. Rooney. And then in addition to that there was expended the 
sum of $16,500 for converting and insulating one of these planes, is 
that correct? 

General Swina. Yes, sir. 

(The chart referred to follows:) 


Summary cost data re planes on loan from military, Feb. 7, 1956 
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Mr. Rooney. How did you get into this extensive airplane business, 
General? This is the first time I have heard about these five planes. 
There was the question of the use of two planes late last spring or 
summer. Now, in addition to those 2 you are using these 5 airplanes, 

General Swine. The 2 -C-47’s are in lieu of the 2 Beech aircraft 
that I asked authority to purchase. When I went before the Bureau 
of the Budget, the Bureau of the Budget said: 

Well, you don’t need to purchase new planes, there are plenty of excess planes 
owned by the Government. We will get you two C-—47’s and you won’t have to 
pay $90,000 apiece for new planes. 

I was very happy to get the two C—47’s because they are a much 
more efficient plane and carry a larger load. 

Mr. Roonry. What did they cost? 

General Swine. New? 

Mr. Rooney. No, I mean what did you pay the Air Force for them, 
if anything? 

General Swinea. I didn’t pay anything for them. 

Now, the 46’s, it came to a question of studying the transportation 
of these illegals and the quickest way to get them out and the cheapest 
way. I got my experts on transportation and we knew that there 
were excess C-46’s in the military and we figured out we were saving, 
as I say, about a cent and a half a mile on their transportation, so we 
thought that was the economical thing to do, to borrow these planes 
and operate them. We were fortunate enough to have qualified 
pilots right in our organization. 


TOTAL TRANSPORTATION COST 


Mr. Roonry. What do you expect the total of this transportation 
cost will come to? 

Mr. AnprRETTA. Page 4 has all the transportation costs on it. 

Mr. Roonry. You mean page 4 of the justifications for the regular 
bill? 

Mr. AnpRETTA. Yes. 

Mr. Rooney. Is that included under ‘02 Travel’’? 

Mr. ANpreTTA. Yes. 

Mr. Loueuran. There is an item which is not in the 02 and that 
is the maintenance and operation of our own vehicles. 

Mr. Rooney. I wonder why this wasn’t set off separately. When 
we think of travel, we think of travel of Government employees. 

Mr. ANpDRETTA. 02 is broken down by some objects. 

Mr. Rooney. Sure, they always break it down so that it is confusing. 

Under this request for $3,822,500, in the regular budget for 1956, 
how much of that is for travel of aliens? 

Mr. LovesraAn. $1,803,000. 

General Swine. That includes also the regular deportees to places 
like China, and things like that. 

Mr. Rooney. How much of this would be for wetbacks? Can you 
break that down? 

Mr. Loveuran. I don’t have it with us. 

Mr. Rooney. Will you please insert that in the record? 

Mr. LovuGuran. Yes, sir. 

(The information requested follows:) 
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Obligations for fares under object ‘02 Travel’’ are not separated according to 
nationality of the aliens moved. It is estimated that from the beginning of the 
mobile operation, June 11, 1954, through the close of the current fiscal year the 
total cost of fares for illegal Mexican aliens will be $1,136,000. Of the $1,803,000 
total for travel of aliens in the fiscal year 1956, approximately $700,000 will be 
expended incident to Mexican aliens. 

Mr. Roonry. Do we yet have in the record a statement with 
regard to the wetback situation, the number of apprehensions by 
months, so that we might see the number during harvest time and 
the number at this time of the year? 

Mr. Loveuran. It is not in the record. 

Mr. Roonry. Do you have such a statement here? 

General Swina. Yes, we have it by the month. We can insert it 
by the month. 

You might glance at it. I will have it typed and sent up. 

Here also is a chart. You can see here the tremendous number of 
apprehensions, as compared with your black column which shows 
where we were apprehending them and turning them across the 
border. They would go over there and spend a quiet night in a town 
and come back the next day. 

Mr. Roonny. I am wondering with regard to your statement at 
page 27 of the justifications concerning the supplemental request: 

In the industrial area of Chicago many illegal aliens surrendered to the Service 
for departure of their own accord in order to escape arrest and deportation. As 
of November 30, there have been authorized 1,489 unescorted departures from 
Chicago, of which, 1,288 had been verified. This saved the Government $53,400 
in transportation costs. 

What did you say awhile ago the figure was for those deported out 
of Chicago by air? I believe you said it cost $122,419. That was 
for how many aliens? 

Mr. LovuGHRAN. 2,020 out of Chicago. 

Mr. Roonery. The total number departed to Mexico out of Chicago 
was how many? 

Mr. LoueHran. I don’t have that figure, I am sorry. 

Mr. Roonry. When these people decide they want to take a trip 
back home from Chicago to see the wife and kids, they might just 
surrender themselves and get this free ride back down there by plane? 

General Swine. No, they get a letter and go on their own steam. 

Mr. Rooney. Those are the ones who have the money? 

General Swine. Those who surrender. 

Mr. Rooney. You have 2,020, who surrendered and at our expense 
were brought down there? 

General Swine. No; we picked those 2,020 up. It was 1,400 who 
surrendered and then they got a letter to show to the official 

Mr. Rooney. I asked a little while ago what was the total number, 
under the $122,419 cost to the taxpayer for transportation and some- 
one said, 2,020, at Government expense. 

General Swine. Those were apprehended. 

Mr. Rooney. They were apprehended or were a great many of them 
Mexicans who surrendered themselves? 

General Swine. The 1,400 surrendered themselves. 

Mr. Roonry. How many of the 2,020 who were transported sur- 
rendered themselves? 

General Swine. None at all. Those were all apprehended. 

Mr. Rooney. That is definite? 
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General Swine. Yes, sir. 

Mr. Roonry. Under this request you plan to buy 38 jeeps, 20 
sedans, 6 airplanes, ten 1-ton trucks. What have you to say about 
these items which are contained at page 33? 

General Swine. Those are to make and keep this additional force 
we asked for mobile. We have gathered our forces together in larger 
stations than heretofore, on the border, to give greater flexibility. 
With this transportation we will send them out in teams, and they 
will scour the country in this transportation. The team will consist 
of an airplane, a couple of jeeps, and a truck. When the airplane spots 
the workers, the team with the jeeps surrounds a big field and instead 
of one or two patrolmen going in there, there will be a dozen or so go in 
and the wetback can’t run down an irrigation ditch and disappear. 
He gets surrounded and picked up. They pour them into the truck 
and the trucks take them back to assembly areas and from there they 
go to our larger staging areas and from there they turn them over to 
the Mexicans or put them on the boat. 


COST OF WETBACK PROGRAM, 1952-56 


Mr. Rooney. Please insert in the record a statement covering the 
years from 1952 to 1956 inclusive—a 5-year period—showing the cost 
of this Mexican wetback operation, including personal services, air- 
planes, motor equipment and so forth. The total cost. 

General Swine. From 1952 to 1956? 

Mr. Rooney. Yes. 

(The information requested follows:) 

Accounting records do not reflect separately the items relating solely to the 
“Mexican wetback operation.’’ However, obligations charged to the activities 
“Patrol” and ‘Detention and deportation” in southwestern districts relate almost 


entirely to operations concerned with illegal entry from Mexico. Those obliga- 
tions, including distribution of vehicle replacement costs, are as follows: 


Fiscal year 1952, actual $8, 452, 931 
Fiscal year 1953, actual 7, 259, 031 
Fiscal year 1954, actual 8, 948, 814 
Fiscal year 1955, actual for first half and estimate for last half__.. 11, 812, 200 
Fiscal year 1956, estimate 12, 373, 800 

Mr. Roonry. Mr. Magnuson, do you have any questions? 

Mr. Maenuson. With respect to these 1,489 who returned to 
Mexico from Chicago, 1,200 and some you said had been confirmed. 
Does that mean their arrival back in Mexico had been confirmed? 

General Swine. We give them about 2 weeks to make the trip, and 
aletter. They turn that letter in at El Paso, or Brownsville or where- 
ever they go, to the immigration official and he mails it back to 
Washington to check that the man has gone over. 

Mr. Magnuson. You don’t know what happened to the other 200? 

General Swine. Well, we are about that much behind, you see, 
in our reports. This is a continuing operation and it is going on right 
now and we are remaining about that figure behind, as would be 
normal in an operation like that. 

Mr. Maenvson. That is all, Mr. Chairman. 

Mr. Roonry. With regard to the release of the 10 top Communists 
which we have been noting in the press in the last day or so, some of 
those are aliens and are under deportation orders, are they not? 

General Swine. Two are. 
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Mr. Roonry. Which two? 

General Swine. Irving Potash and Williamson. 

Mr. Rooney. Where is Williamson from? 

General Swinc. He is from Scotland. 

Mr. Rooney. There should be no trouble with his transit docu- 
ments. 

How about the other one? 

General Swine. I don’t know where he comes from. 


Wepnespay, Marcu 2, 1955 
FEDERAL PRISON SysTEM 


WITNESSES 
J. V. BENNETT, DIRECTOR 
P. G. SMITH, BUDGET OFFICER 


8. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 


SALARIES AND ExprEnsEs, BuREAU OF PRISONS 


Mr. Roonry. We now refer to House Document 88, the supple- 
mental request for the Bureau of Prisons. The first request is at 
page 18 of that document and is in the amount of $207,000 additional 
for salaries and expenses, Bureau of Prisons. These justifications 
consist of 2 pages which we shall insert in the record at this point. 

(The justifications are as follows:) 


BUREAU OF PRISONS 
Salaries and expenses, Bureau of Prisons, supplemental estimate, 1955 


ApepNGNs VA WALA ULL, OW a abn lhe cde alah deshbvwn'enhive $27, 135, 000 
Transferred from ‘Salaries and expenses, General Administration’’_ 6, 845 
Adjusted appropriation 27, 141, 845 
i us RR RS he Mt ir Se RR Benepe ioce iis 
Obligations through Dec. 31, 1954 ae 223, 193 
Expenditures through Dec. 31, 1954 12, 877, 651 
Budget estimate next fiscal year . 29, 000, 000 
Request for 3 months from Apr. 1, 1955 207, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Increased prisoner population, $160,000 


The average population for 1955 is estimated at 20,300 compared with the 
19,700 upon which our appropriation was based, or an increase of 600. The 
average for the first 6 months of the year was 19,676. The average population 
for the first half of a fiscal year is always somewhat lower than for the remainder 
of the year, due to lower commitments during the summer recess of the courts. 
For example, for the first 6 months of the fiscal year 1954 we had total inmate 
days of 3,471,593 which represented 49 percent of the total for the year of 7,024,500. 
During the first 6 months of the current year the inmate days totaled 3,620,430. 
\ssuming this total to represent 49 percent of the total for the year, we would 
have a total of 7,388,633 inmate days, or an average daily population for the 
year of 20,243. For estimate purposes we have rounded this average to 20,300. 

The estimate is computed at 219,000 man-days (600X365) at 73.5 cents per 
capita (the rate on which our estimates for 1956 are based—actual costs for the 
first 6 months of the current year were 75.4 cents), $160,965, rounded to $160,000. 
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Additional holiday pay, $47,000 


Our appropriation for 1955 provided $250,000 for extra holiday pay, based on 
the requirements for the 8 legal holidays normally occurring during the vear. 
Our actual obligations against this amount for the first 4 holidays of the year 
totaled $125,086, or an average of $31,272 per holiday. 

By Executive Order No. 10580 of December 4, 1954, an additional holiday was 
prescribed for December 24 and one-half day for December 31, 1954. As a result 
of this extra day and one-half we are faced with a deficit in ‘the amount appro- 
priated for this purpose. 

The additional requirement is computed as follows: 

9.5 holidays, at $31,272 (average for the first 4) .. $297, 084 
Amount available 250, 000 


Additional required bee Se IE ee, oe oak 7, 084 
Rounded to__-__-_-- ‘7 000 


The only way in which this amount could be absorbed would be through addi- 
tional lapses. We are already faced with the necessity of absorbing in this manner 
the cost of the group insurance program (approximately $60,000 for the current 
year) and we cannot possibly make any further reduction in employment. In 
view of our drastically increased workload, with no compensating increase in 
manpower, we are already at the peril point with regard to civilian employment. 
We cannot possibly hope to absorb this additional cost within the limits of the 
appropriation currently available. 

Mr. Rooney. It should be noted $160,000 of this is entitled ‘In- 
creased Prisoner Population.” How is this amount of $160,000 
computed? 

Mr. Bennett. It is computed by taking the number of days. 

Mr. Rooney. To wit? 

Mr. Bennett. 219,000 man-days and multiplying them by 73.5 
cents, the per capita cost of maintaining a man at the institution. 
You will note that there is no amount in here for personnel. We are 
carrying this additional load without increasing our employee com- 
plement. 

Mr. Rooney. This is based on an average population for 1955 of 
20,300 inmates? 

Mr. Smiru. That is correct. 

Mr. Rooney. What is the present population? 

Mr. BENNETT. 19,947. 

Mr. Roonry. What about this requested additional holiday pay, 
$47,000? 

Mr. Bennett. Will you explain that? 

Mr. Situ. Yes, sir. That is to cover the additional day and a half 
that was declared. by Executive order for this past Christmas and 
New Year. We have an appropriation covering sufficient funds [for 
the usual 8 holidays which occur during the year. This extra day and 
a half, computed on the basis of the actual cost for the first 4 holidays 
of this year, amounts to an additional requirement of $47,000. 

Mr. Rooney. Taking into consideration items such as support of 
prisoners, which we have just discussed, and others, why cannot you 
absorb this $47,000? 

Mr. Benner. This is for this year’s needs, Congressman. Not for 
next year. 

Mr. AnpretTa. They are not the same appropriations either. 

Mr. Rooney. How much can we transfer out of Support of 
Prisoners? 

Mr. AnpretrTa. He has a supplemental for Support of Prisoners; 
the next item. 
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Mr. Rooney. We are stymied. What can we do with this to 
prevent giving you any of the taxpayers’ money? 

Mr. Bennetr. You cannot do very much, Congressman. We do 
not have an extra quarter in here, or an extra nickel. 


Suprport OF UNITED STATES PRISONERS 


Mr. Rooney. The next item is Support of United States Prisoners 
page 18, House Document 88. This begins at tab 8 of the justification, 
and consists of 2 pages which we shall insert at this point in the record. 

(The pages of the justifications are as follows:) 


BUREAU OF PRISONS 


Support of United States prisoners, Federal prison system, supp'emental estimate, 1955 


Appropriated _ _ _ _ _- fe ated ib hee aed Jee’ ode Siete $2, 475, 000 
Pending supplem mental- : ; None 
Obligations through Dec. Sl, 1004. ...: _.... 1, 348, 838 


Expenditures through Dec. 31, 1954- 894, 716 
Budget estimate next fiscal year__ ay ; _... 4,000, 000 
tequest for 3 months from Apr. 1, 1955 eit 600, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This is an uncontrollable appropriation, obligations and payments being re- 
quired in direct relation to the number of Federal offenders boarded in non- 
Federal institutions while awaiting trial or serving sentences of short duration. 

Although jail days for the first 6 months of the current fiscal year were 685,770 
as compared with a total of 717,362 for the same period of 1954, a decrease of 
31,592, at the same time obligations for the first 6 months of 1955 totaled 
$1,348,838 compared with $1,343,520 for the first 6 months of last fiscal year, an 
increase of $5,318. The per capita cost for 1955 amounts to $1.97, an increase 
of 10 cents per capita over the $1.87 for the same period of last year. The 
increase in per capita cost is brought about by the continuing increase in contract 
rates and is also due to the fact that fewer prisoners are being committed to the 
southwestern jails where contract rates are relatively low and more are being 
committed to jails and State institutions where the rates are high. This is due 
to the reduction in immigration cases in the southwestern area and the necessity 
of committing to State institutions, because of overcrowding in Federal facilities, 
of an increasing number of longer term offenders. 

Total obligations under this appropriation last fiscal year amount to $2,973,435. 
Of this total $1,343,520, or 45 percent, was obligated during the first 6 months of 
the year. Assuming the actual obligations for the first 6 months of the current 
year to represent 45 percent of the total for fiscal year 1955, the total require- 
ments for the year would be $2,998,000. Because of the unpredictable nature of 
the requirements under this appropriation, it is considered advisable to round 
this amount upward to a total estimate for the year of $3,075,000, indicating the 
necessity for a supplemental appropriation of $600,000 over the $2,475,000 made 
available in the regular appropriation act for the current year. 

Mr. Roonry. The request is for $600,000 additional. Why is this 
item increasing so rapidly? 

Mr. Bennett. Because we are getting more prisoners, and because 
our estimate has been consistently less than the number of people 
actually coming into our institutions. There are more men coming 
into our system. There are more convictions. The population of 
the country is growing. There are more automobiles and more of 
them are being stolen. 

Mr. Rooney. Do you have a statement with regard to the first 6 
months, or first 8 months of the current fiscal year? 

Mr. Bennett. The first 6 months, Mr. Chairman. 

Mr. Roonsy. By month? 
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Mr. Smiru. We will have to supply that. 

Mr. Roonry. Will you insert that for the record at this point, 
beginning with July 1954? 

Mr. Smitx. We will be able to supply it through January. The 
information for February will not be available. 

(The information requested is as follows:) 


Obligations and jail days under ‘‘Support of United States prisoners’’ for first 7 
months fiscal year 1955 


August January 


Septem- Novem- | Decem- 
ber October ber ber 


Obligations $252, 431 | $199,778 | $222, 236 | $225, 457 | $232,045 | $216,891 | $223,008 | $1, 571, 846 
Jail days_-..------| 116,771 109,813 | 117, 521 117,175 | 113,909 | 110,290 | 111, 216 796, 695 


Mr. Rooney. How long before that information is available? 

Mr. Smirx. About the 20th of the month. 

Mr. Rooney. What are the facts with respect to the month of 
January? Do you have those there? 

Mr. Smita. No, sir. 

Mr. Roonry. Do you have any idea what the figures were for the 
month of January 1955? 

Mr. Smitu. No, sir; I have not, Mr. Chairman. 

Mr. Roonry. Where do you have it? Down at the office? 

Mr. Smita. Yes, sir. 

Mr. Rooney. Do you recall whether or not it is up or down? 

Mr. Smrru. I could not say positively. I do not make that state- 
ment myself. It is made over in the Department. I just do not 
recall whether it is up or down. 

Mr. Bennett. These accounts are paid by the marshal, you under- 
stand, and they are not paid by our people. 

Mr. Roonry. What about it, Mr. Andretta? 

Mr. Smiru. I would like to point out, Mr. Chairman, that we have 
an appropriation for the current year here of $2,475,000 compared 
with an actual cost last year of $2,973,000. There was a half million 
dollars transferred last year from another appropriation. 

Mr. Rooney. Yes. From the Immigration Service. 

Mr. Smiru. Yes, sir. So we are estimating our actual requirements 
for this year at $3,025,000 compared with $2,973,000 last year. 

Mr. Rooney. And this is an estimate? 

Mr. Smita. Yes, sir. 

Mr. Rooney. This is a guess? 

Mr. Smirx. This appropriation is entirely uncontrollable. It is 
subject to the commitments by the courts, and we have no way of 
accurately estimating it. 

Mr. Rooney. It has to be paid in any event? 

Mr. Situ. That is correct, sir. 

Mr. Rooney. I think that is all. 

Mr. Bennett. Thank you very much, Mr. Chairman. 

(The committee adjourned to meet at 10 a. m. the following day.) 
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SUBCOMMITTEE ON DISTRICT OF COLUMBIA APPROPRIATIONS 
LOUIS C. RABAUT, Michigan, EARL WILSON, Indiana 
Chairman 


Fripay, Marcu 4, 1955. 
DISTRICT OF COLUMBIA 


IMPROVEMENTS, Prer No. 5, WAsHINGTON CHANNEL 


WITNESSES 


COL. THOMAS A. LANE, ENGINEER COMMISSIONER 

WILLIAM WILDING, DEPUTY BUDGET OFFICER 

SCHUYLER LOWE, DIRECTOR, GENERAL ADMINISTRATION 

Vv. T. GIVOTOVSEY, DEPUTY DIRECTOR, BUILDINGS AND GROUNDS 
J. L. McCALLISTER, ADMINISTRATIVE SERVICES OFFICER 


Mr. Rasavut. We will insert the justification in the record at this 


point. 
Amounts available for obligation 


Presently Revised | ; 
available estimate | Difference 


Appropriation or estimate 5 $994, 900 -+$28, 900 
Transfe rred to ‘National Capital Parks, District of Colum- 
bia,’’ pursuant to Public Law 534, 77th Cong —300, 000 


Adjusted appropriation or estimate ‘ 694, 900 
Unobligated balance transferred from ‘‘Capital outlay, De- 
partment of Corrections, District of Columbia,’’ pursuant 
to Public Law 468, 83d Ci 147, 246 147, 246 |_....-- 


Obligations incurred 813, 246 | 842, 146 


Obligations by activities 


Presently Revised 


available estimate Difference 


Description 


1. Construction of correctional buildings $616, 246 $616, 246 
2. National Zoological Park construction 197, 197, 000 
3. Improvements, pier No. 5, Washington Channel 28, 900 


Obligationsincurred ‘ 842, 146 


Obligations by objects 


Presently Revised ; 
Object classification available estimate Difference 


07 = contractual services: Services performed by other 


District oF COLUMBIA 


Capital outlay, miscellaneous, $28,900 

This amount is required in order to provide a suitable shed or shelter on Pier 5 
of the Washington Channel and certain modifications in the water-supply facilities 
on that pier. 
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” The need for these facilities has been brought about by the fact that this pier 
is being used for docking large passenger vessels operating between this city and 
Caribbean ports. The S. S. Silverstar last summer made nine trips to Bermuda 
all of which trips were sellouts. A new company has now been formed in the 
District of Columbia called the Caribbean Atlantic Steamship Co., which has 
purchased a ship called the 8. 8S. Tradewinds, to sail on 14 cruises to Caribbean 
ports during the period from May 13 through September 21 of this year. This 
ship is 416 feet long, is of 9,300 tons displacement, and can be operated so as to 
draw only 20 feet of water. In addition, the Silverstar Line has indicated that 
it will sail the Silverstar from Washington from this pier on six sailings during the 
coming summer. 

' The need for the shed or shelter arises from the requirement of the United States 
Customs Service that restricted shelter space be furnished under which to make 
its inspections of the personal effects of passengers disembarking on their return 
from foreign ports. The structure which is proposed to be erected on the pier is 
of the most economical type available. It has been designed so as to be erected 
on the existing deck of the pier without damaging it and to use existing drainage 
facilities to dispose of storm water. The 3%-foot fence proposed to be placed 
around the edge of the pier is for the protection of the public and has been re- 
quested by the Harbor Master of the Police Department, who is responsible for 
the safety of the public on the pier. Similarly, it is proposed to fill in the eight 
ramps on the sides of the pier, which were constructed to serve a type of river 
craft no longer calling at this pier. The amount to modify the water system on 
the pier is necessary to insure an adequate supply of water with which to replenish 
the water supply of the ships during their stay at the pier and to provide proper 
water pressure in the existing building which houses the Fire Department Pump 
School and quarters for the fireboat crew. Under existing conditions, when a 
ship is taking on water the water pressure in the building drops to so low a point 
that no water is available for toilet and other facilities. __ 

The amounts estimated to be necessary to accomplish these improvements are 
as follows: 

The erection of a shed 128 feet long by 30 feet wide, with corrugated metal 
roof and sides. 

Erection of approximately 700 lineal feet of 36-inch high, 3-rail, pipe fence 
covered with diamond mesh, including 23 gates: estimated cost, $28,000. 

To disconnect the present water supply for the fireboat crew quarters from 
the existing line paralleling the upstream edge of the pier and connect it to 
the existing line paralleling the downstream edge of the pier, removing 
certain globe valves and replacing them with gate valves; estimated cost, $900. 

The ultimate aim in investing in these improvements is to stimulate and expand 
business in the community as sponsored by the Washington Board of Trade and 
endorsed by the Commissioners. The owners of the SS. Tradewinds expect to 
expend over $400,000 for the purchase of ship’s stores in the District of Columbia 
during the 4-month period when the ship will operate from here. In addition, of 
course, there are the indirect benefits to be gained from other expenditures which 
will be made by passengers coming here to board the ships and others who will 
accompany them here. 

Mr. Rasavt. The District government is requesting $28,900 for 
certain improvements on pier 5 in the Washington Channel. This 
request is contained in House Document No. 88. We will be pleased 
to hear from Colonel Lane. 

Colonel Lane. Mr. Chairman and gentlemen, this item of capital 
outlay in the amount of $28,900 is in support of a bill for a new activity 
in the District of Columbia. This is the beginning of our operations as 
an international port. During the last season operations were started 
for the benefit of Government employees, inviting trips to Bermuda. 
An experimental service was started at that time and was most 
successful. As the statement indicates, the number of trips this year 
will be more than doubled. It appears to have a good prospect of 
having a well-established service which will be continued in the future. 

In handling the inspection of freight and passenger baggage incident 
to this service, our United States customs service required a covered 
enclosure in which to work. This proposal would furnish such an 
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enclosure un pier No. 5 which will be used by the two vessels engaged 
in this service in the coming season. 

Mr. Rasavut. This request includes the erection of a shed 128 feet 
long by 30 feet wide of corrugated metal roof and sides. It is not an 
expensive shed? 

Colonel Lane. That is correct, Mr. Chairman. 

Mr. Rasaut. What is the need for the fence with 23 gates that you 
refer to? 

Colonel Lang. One element of this submission provides for a fence 
around the edge of the pier with gates in the fence for the safety of the 
operation and the personnel who will be present at the departure and 
arrival of these vessels. This has been requested by the harbor 
master who is in charge of that pier, as a safety measure. 

Mr. Rasavut. This is to be a new construction, is it not? 

Colonel Lang. Yes, sir. 

Mr. Rasavut. Have you explored the possibilities of getting a quon- 
set hut from surplus property? 

Colonel Lanz. I believe that our buildings department has gone 
into that. Mr. Givotovsky can give you a statement as to his findings. 

Mr. Grvorovsky. I do not think it would fit very well for that 
purpose, a quonset hut. 

Mr. Rasavut. A quonset hut would not serve the purpose? 

Mr. Givorovsky. No; it would not. There is required a number 
of doors. 

Mr. Rapavt. By the time you got through adjusting the quonset 
hut to meet your purpose, you would probably run into more money 
than this would cost? 

Mr. Grivorovsky. That is right. 

Mr. McCauutster. I might add that we have sought for the past 
2 years to get such quonset huts and have been unable to get them. 

Mr. Rasavut. You have been unsuccessful? 

Mr. McCatuistTErR. Yes, sir. 

Mr. Rapaut. Do you want to say anything further about this item? 

Colonel Lange. Mr. Chairman, only that this appears to be a neces- 
sary item in support of this activity which the Commissioners wish 
to foster in the port of Washington. 

Mr. Lower. Mr. Chairman, I might add one point. An activity 
of this type is what the Commissioners and the local business group 
of the city consider a basic industry because it brings new dollars 
into the city and, on occasions, quite a substantial sum of money 
being spent by people coming here to board these boats while they 
are in the city. We expect that, even on the basis of simple economics, 
we will realize in a very few years our full investment back, and then 
some, and then have this property for continued future use. Rather 
conservative estimates indicate that about $1 million per season will 
be spent in the District of Columbia by persons using this boat, for 
the purchase of supplies to service the boats, and of course, we get 
our sales taxes and other taxes on those expenditures. So all in all 
it is just good business, and it is furthering the economic growth of 
our city, the way we feel about it. 

Mr. Rapavt. All right. Thank you, gentlemen. 
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SUBCOMMITTEE OF LEGISLATIVE APPROPRIATIONS 


W. F. NORRELL, Arkansas, Chair- WALT HORAN, Washington 
man 


Fripay, Marcu 4, 1955. 
LEGISLATIVE BRANCH 
ARCHITECT OF THE CAPITOL 
CAPITOL BUILDINGS AND GROUNDS 


WITNESSES 


HON. CARL VINSON, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF GEORGIA ‘ 
J. GEORGE STEWART, ARCHITECT OF THE CAPITOL 


Mr. Norrevu. The committee will please be in order. 

We have before us this morning Mr. Stewart, the Architect of the 
Capitol. Will you explain to us, Mr. Stewart, the items in which you 
are interested in House Document No. 88? 

Mr. Stewart. Yes, Mr. Chairman. 

I am here in the interest of an item for the reconstruction, repair, 
alteration and improvement of the areas of the United States Capitol 
Grounds located above and in the vicinity of the legislative garage, 
situated north of Constitution Avenue between New Jersey Avenue 
and Delaware Avenue. 

I think a word might be appropriate at his point to give you a little 
background of the condition of the grounds over at the legislative 
garage. 

Mr. Norretu. I wish you would. 

Mr. Srewart. First, let me tell you, Mr. Chairman, that the 
enlarged area of the Capitol Grounds, lying north of Constitution 
Avenue, represents quite an extensive investment on the part of the 
Government, to date. During the period 1910 to 1935 the Govern- 
ment spent on the acquisition of land and the development and 
landscaping of this area as a park, including the terraces, fountains, 
and garage, a total of $10,738,217. If we were to project the value of 
the dollar in 1910-35 to the present time, we could conservatively 
say that we have between $40 million and $50 million invested there 
today. 

NEED FOR REPAIR 


Now, to give you a little background to show you why the item is 
before you today, and the need for the repair: The excavation work in 
this area was completed February 4, 1935, more than 20 years ago. 
Plans and specifications for the terraces, fountains, and garage were 
completed in 1931 and the contract for this part of the project was let 
immediately thereafter. The completion date of the terraces, foun- 
tains, and garage contract was October 3, 1932, and the cost of this 
part of the project was $817,485 which, together with the grading 
contract and the contract for certain mechanical equipment brought 
the total, in 1932, to about $865,000. 


The area that was filled by grading at that time ranged from zero 
at the point near Constitution Avenue to approximately 15 feet in 
depth at the point immediately adjacent to the area of the legislative 
garage. 
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When I assumed office as Architect of the Capitol on the Ist of 
October of this past year, I immediately had an investigation made 
of the terrace and other construction features in this area and found 
not only the surface of the pavement itself and other surface construc- 
tion in the area to be in a rather bad condition, but also found some 
mechanical and structural defects in the roof of the garage itself. 

I closed the area to the public on October 5, 1954, and the reason 
I closed it is rather evident from some of the photographs which I had 
taken at that time. ‘To give you an idea of the condition, I would like 
to have you look at some of these photographs as we go along. 

The first one shows the condition of the paving. Here is another 
one. These are representative of the condition that existed at the 
time I took office. And, in addition to that, you can see the condition 
of the balustrade. 

Mr. Norre.u. This is immediately adjacent to the Senate garage? 

Mr. Stewart. The legislative garage. I also found the balustrade 
located on top of the terrace, adjacent to the railroad track, in rather 
bad condition, and I immediately dismantled and removed that. As 
you can see from this photograph, the balustrade was shoved out of 
line by reason of expansion and contraction. It is now dismantled. 

I found that we had an amount set aside for repairs to the walkways 
and surface above the legislative garage in last year’s budget. It 
was my judgment that before proceeding with any expenditures for 
repairs, we should first have detailed engineering studies made to find 
out why the paved areas were continuing to break up, and why 
maintenance costs were running so high. I have photographs here, 
showing the area as far back as 1949—here is a photograph showing 
conditions at that time. [Indicating.] 

Mr. Norre tt. Is it your opinion now that, with this amount of 
$611,000, you can go ahead with the reconstruction and repair of the 
grounds? 

Mr. Stewart. Yes. 

Mr. Norretu. On and above the legislative garage? 

Mr. Stewart. Yes. I also have information concerning the 
garage itself. I find that, as a temporary expedient, 690 linear feet 
of metal pans approximately 16 inches wide by 2 feet in depth, have 
been installed beneath the roof of the garage itself, in order to catch 
water that leaks through when it rains. I also found that the mem- 
brane waterproofing over the roof of the garage is entirely disintegrated 
and that leaks are coming through. 


NEW DESIGN FOR PAVEMENT 


I secured the services of Wheelwri Stevenson, Langran & 
Fanning, landscape architects of Phidebohie, to make a study of the 
design and redesign of the plaza paving and other related architectural 
features. Two of the members of that firm, one of the oldest in 
Pennsylvania, have occupied the chair of landscape engineering and 
landscape designing at the University of Pennsylvania. 

We reached the conclusion that the type of pavement that is down 
there now, which is in large square block forms, 16 feet x 24 feet, 
should be replaced with material designed to meet the expansion and 
contraction conditions which we have found, if the new construction 
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is to be serviceable and durable for a long period of time, with a 
minimum of maintenance. 

So we have submitted a new design for the pavement. The type 
of surface proposed to be used has been used in the Arts Museum at 
Philadelphia, and some buildings at Washington, D. C. It is being 
installed in the mall on the grounds of Independence Hall at Phila- 
delphia at this time. It is a practical design and provides adequate 
allowance to take care of expansion and contraction. 

Now, if I may, I would like to call your attention to the large 
presentation drawing of the area prepared by the Philadelphia land- 
scape architects, which I have set out before you. This shows the 
entire area involved above and in the vicinity of the legislative garage. 
This is the area toward Constitution Avenue. Starting over here, 
back of the legislative garage, the fill was about 15 feet deep, and up 
to about this point, there was quite an extensive fill, as there also was 
in this area [indicating]. There was some regrading of the drain at 
this point over here [indicating]. 

These are small granite blocks [indicating], and the drawing indi- 
cates the entire area above the legislative garage, as it will appear 
with the new type of construction. 

That gives you a picture of the situation as we have it today. 

We had appropriated $90,000; that is, for the repairs, and we have 
spent about 10 percent of that on studies found necessary to protect 
the Government’s large investment in this area. 


JUSTIFICATIONS; AND QUALIFICATIONS AND REPORT OF CONSULTING 
ENGINEER 


Mr. Norrevu. Who are the consulting engineers that you had? 
I think the record should show that. 

Mr. Stewart. Mr. James M. Gongwer, who has accompanied me 
to these hearings, made the engineering studies this fall. 

Mr. Norrevu. For the record, give us something about his 
qualifications, Mr. Stewart. Also include his report and related 
description of the work. 

Mr. Stewart. His full report is set forth in my justification to the 
committee. 

Mr. Norreu. And he is here? 

Mr. Stewart. Yes; and his full report is contained in my prepared 
justification or statement here. 

Mr. Norrewu. Very well, that entire statement and something 
about his qualifications will be made a part of the record. 

(The statement referred to follows: ) 


STATEMENT OF EDUCATION AND EXPERIENCE OF JAMES M. GONGWER, CONSULTING 
ENGINEER, WASHINGTON, D. C. 

Born: Akron, Ohio 

Education: Purdue University, degree B. 8. C. E. 1922 

Member: American Society of Civil Engineers, Washington Society of Engineers 

Experience: Employed in office of the lete Thomas W. Marshal, consulting 
engineer, Washington, D. C., 1922-38; 1938-52, member of firm of Thomas W. 
Marshall & James M. Gongwer, consulting engineers of Washington, D. C.; 
1952 to date, private practice, Washington, D. C. 
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A partial list of the more important projects upon which structural consultation 
has been furnished include: 

Reconstruction, repair, alteration, and improvement of the roof and 
chambers of the United States Capitol. 

Reconstruction of terraces, United States Capitol. 

United States Courthouse for District of Columbia. 

Building for Armed Forces Institute of Pathology. 

Providence Hospital. 

George Washington University Hospital. 

Army Map Service Building. 

Auditorium, classroom building, library, hall of government, George 
Washington University. 

Washington Gas Light Co. building. 


JUSTIFICATION 


Reconstruction, repair, alteration, and improvement of the areas of the United States 
Capitol Grounds located above and in the vicinity of the legislative garage, situated 
north of Constitution Avenue between New Jersey Avenue and Delaware Avenue, 
$611,000 


For 1955 an allotment of $90,000 was allowed for renewal of the paving over 
the legislative garage and adjacent areas of the Capitol Grounds, located north of 
Constitution Avenue between New Jersey Avenue and Delaware Avenue. Most 
of the paving intended to be replaced under that allotment is in the form of a 
large plaza surrounding the display fountain in the area. This paving, installed 
in 1931 under the direction of the Commission for the Enlarging of the Capito! 

xrounds, consists of reinforced concrete, 5 inches thick, with granolithic exposed 

surfaces, laid in blocks 20 feet square, with 34-inch expansion joints around the 
edges of each block. The roof of the garage, which consists of structural and 
reinforced concrete beams and slabs, covered with membrane waterproofing, is 
located directly beneath the plaza paving. 

Because of the size of the plaza, this large paved area is subjected to excessive 
expansion and contraction, due to the severe and sudden changes in temperature 
which frequently occur in Washington, particularly in the summer. Although 
the roof of the garage has remained structurally sound, the paved plaza above 
the garage has gradually deteriorated during the past 23 years until the point has 
now been reached where the present state of deterioration constitutes a hazard. 

Detailed engineering and architectural surveys made under the $90,000 alot- 
ment, this fall, disclose that the state of deterioration in this area of the Capitol 
Grounds has reached the point where a major reconstruction of the deteriorated 
areas has become a necessity. The deteriorated conditions cannot be remedied 
in the manner proposed under the $90,000 allotment. The reconstruction, repair, 
alteration, and improvement work found necessary to be done as a result of the 
detailed surveys is estimated to cost $611,000. 

As a precaution against hazards, part of the balustrades in this area have been 
taken down and stored, and the area has been barricaded. 

The detailed engineering survey has been made by James M. Gongwer, consult- 
ing engineer of Washington, D. C., who was 1 of the 2 engineers who prepared the 
plans and supervised the reconstruction of the roofs over the Senate and House 
wings of the Capitol in 1949-50, and who also prepared the plans and supervised 
the reconstruction of the Capitol terraces in 1954-55. It is proposed to retain his 
services as consulting engineer in connection with the work to be done under the 
requested allotment of $611,000. 

The services of Wheelwright, Stevenson, Langran, and Fanning, landscape 
architects of Philadelphia, have been retained by the Architect of the Capitol 
for the redesign of the plaza paving and other related architectural features. It 
is their recommendation that seven-eighths of the plaza area be 4’’ x 4’’ x 4’’ 
granite block in a fish scale pattern and one-eighth of the area be flagstone in 
borders, ribs, and other uses, to make an attractive pattern. 

A detailed account of existing conditions, work necessary to be done, and a 
breakdown of the estimated cost of such work, is contained in the following report 
submitted by Mr. Gongwer to the Architect of the Capitol, December 6, 1954: 

“Dear Mr. Stewart: Acting under my contract AClg—91, I have made a 
survey of the area of the Capitol Grounds over the legislative garage, the areas 
adjacent thereto, and the construction of the legislative garage under the area 
to determine what repairs, alterations, and improvements are necessary and 
desirable and report to you as follows: 


20 
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“The terrace, fountain, and garage in the enlargement of the Capitol Grounds 
is located in the sauare bounded by Delware Avenue, New Jersey Avenue, Con- 
stitution Avenue, and C Street, north. It consists of a paved plaza together 
with its approach walks, a fountain in the central part of the plaza, various 
planting spaces, a streetcar tunnel, steps, balustrades, and walls, with a secondary 
fountain and reflecting basin at a lower level north of the centerline of C Street. 
The main entrance to the garage is on New Jersey Avenue. The garage extends 
from there under the planting space between New Jersey Avenue and the paved 
plaza, under the plaza and fountain to a point about midway between the paved 
plaze. and Delaware Avenue. 

“This structure was built in 1931-32 from plans entitled ‘Terrace, Fountain 
Garage in Blocks 632, 634, 683, and 685 of Enlargement of the Capitol Grounds, 
Washington, D. C.’ The drawings are numbered 1 through 7, 81 through 83, 
M1 through M3, and El through E3. They are dated April 10,1931. References 
in this report will be to those drawings. 

“The framing for the roof over the garage is shown on drawing S2. Briefly 
described, it consists of a series of reinforced concrete and structural steel beams 
and girders supported by reinforced concrete and structural steel columns. The 
beams in turn support concrete slabs upon which there is insulation and water- 
proofing. Above the waterproofing there is a concrete protection where the 
planting spaces occur, and a paving slab generally 5 inches thick, in the areas of 
the plaza and the approach walks. The surface of the concrete slabs in the paved 
part of the plaza and in the approach walks was treated to expose the aggregate. 
There are generally stone borders between the paved areas and the planting spaces 
and balustrades. 

“The several planting spaces contain earth to a depth of about 2 feet above the 
waterproofing on the slabs. This earth is retained generally by concrete walls 
faced with stone on the exposed side. Where the planting spaces abut sidewalks 
at the high level they are separated by stone copings. There are stone balus- 
trades along New Jersey Avenue, along the northwest terrace wall adjacent to 
the car tracks, along Delaware Avenue and along the north wall of the lower 
terrace. 

“The main fountain consists of a series of basins built up on the structure over 
the varage. It houses certain equipment for the operation of the fountain. 

‘The paved area of the plaza is sloped to gutter-type drains which were intended 
to receive the drainage and lead it to the sewers. 

“The terrace is lighted by a series of lights set in standards and located so as to 
give a general coverage of the terrace. In addition to these lights the fountain 
is effectively lighted by a series of underwater colored lights. 

“Upon examining the terrace, the condition of the surface of the paving is 
immediately apparent. In the areas where the paving was laid directly upon the 
ground, it has remained in reasonably good condition. Where it is laid over the 
garage area, where the bed below the paving is supported by the framing previously 
described, it has deteriorated badly. In this portion of the terrace, which I have 
generally referred to as the plaza, and in the approach walks which are supported 
by the same construction, the top surface in much of the area has broken loose 
from its base. In some instances it has arched up several inches and in others 
has entirely disappeared. It is in such poor condition that the surface presents 
very definite hazards to pedestrian traffic. 

“On either side of the center line of North Capitol Street at the south edge of 
the garage there are stairs leading from the terrace down to the garage. They 
are designated on the plan as stairs No. 2 and stairs No. 3. The openings for 
these stairs through the terrace level are protected by stone walls. The stones 
in these walls have been badly displaced from their correct locations and present 
a er unsightly appearance, will get progressively worse, and in time become a 
hazard. 

“The stone copings along the south and east sides of planting space No. 14, 
and along the south and west sides of planting space No. 1, have also been mate- 
rially displaced from their proper location. The stone borders which abut these 
copings have also been badly displaced. North of the main fountain there are 
steps that lead to a lower terrace which is paved with granite. The steps and 
the pavement have been displaced both in plan and elevation. Aside from being 
unsightly in their present condition, they present somewhat of a hazard due to 
the surface being uneven. 

“The balustrade which starts at steps No. 5 on New Jersey Avenue and extends 
northward on New Jersey Avenue to the corner and thence along the northwest 
terrace wall to sters No. 7 has been so badly displaced that it is feared that 
some parts of it might fall. In addition to being out of alinement it has leaned 
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over so that in many cases it is several inches out of plumb. This balustrade 
has been under severe stress due to expansion as is evidenced by the fact, in 
addition to the displacements already described, many of the stones have split 
due to the forces which have been exerted on them. The condition has become 
so serious that measures have been initiated to remove this balustrade and store 
the stones until such time as the remainder of the corrective work is undertaken. 

“The other ballustrades have not suffered as much and I consider that they can 
remain without change for many more vears. 

“Examination of the interior of the garage discloses the fact that many leaks 
have occurred. These leaks are not confined to any particular area but are dis- 
tributed rather generally throughout the garage, under the walks, the plaza, the 
fountain and the several planting spaces. At some of the places where these leaks 
occur the concrete slab between the beams has cracked. At other places the con- 
struction joints which were made between the several sections of the slab have 
separated slightly and apparently broken the waterproofing thus allowing water 
to enter. As the water at these leaks penetrates the concrete slabs it absorbs 
some of the salts from the concrete. When it drips upon any surface below it 
deposits these salts. This leakage, dripping upon cars parked in the garage has 
been a source of much concern, not only to the owners of the cars, but also to 
those responsible for the operation of the garage. Many temporary expedients 
have been used for several years in attempts to minimize the effect of this leak- 
age but they are only temporary and can do nothing to correct the fundamental 
cause of the trouble. 

“This leakage has also resulted in a deterioration of the conduits which carry 
the electrical wiring. There is much trouble with the electrical work due to this 
cause. 

As previously noted, the paved part of the terrace slopes to gutter type drains. 
These drains have grating covers and are made of aluminum. Many sections of 
these covers are missing, others are broken or bent. The drainage is not adequate. 
I am informed that in periods of heavy rainfall, the gutters fail to carry off the 
accumulation of water with the result that they overflow and the water runs off 
on the surfaces of the walks and steps. This probably contributes in some degree 
to the leakage through the waterproofing. 

“‘With the exception of the leaks, the physical condition of the structure of the 
interior of the garage is good. The cracks which have been noted are minor in 
extent and nature. There are some cracks in the fireproofing of some of the steel 
beams. They are caused by the deflection of the beams and are not serious. I 
have checked the strength of several of the beams in this construction but have not 
attempted to make a complete check of every member. Using the working stresses 
which are in effect at the present time, I find that the construction generally will 
support a live load which varies considerably with the various members with a 
minimum of about 60 pounds per square foot in addition to the dead load which it 
is now carrying. This is sufficient for the normal usage to which the area is 
subjected. There should, however, be no vehicular traffic of any kind allowed on 
this structure. 

“Tt is my opinion that the fundamental cause of all the trouble which is being 
experienced with this structure is movement due to changes in temperature. The 
secondary cause is the fact that the membrane waterproofing is only 3-ply and in 
some instances 2-ply. The framed part of this structure is about 500 feet in length. 
It was built as a monolith without any expansion joints. An effort was made to 
insulate it on the top of the slab. The insulation which was used was an organic 
material composed primarily of cane, wood, root or other fiber. When moisture 
comes in contact with such material a deterioration sets in which in time destroys 
the material. It is my opinion that the insulating value of this material has been 
materially impaired. With the insulation not functioning properly, the structure 
has expanded under a rise in temperature and contracted under a fall in tempera- 
ture. This cycle has been repeated so many times that the waterproofing has 
been broken and leaks have developed. As mentioned previously, this structure 
is about 500 feet long, built without expansion joints. A concrete structure of 
that length will expand nearly 2% inches in length with a temperature rise of 50° 
and will contract the same amount with a fall in temperature of 50°. Even con- 
sidering that there is some insulating value remaining in the fibrous organic ma- 
terial which was used for that purpose and considering also the insulating effect 
of the earth in the planting spaces, it is not improbable that there has been a range 
of temperature in the slab of at least 50°. I am convinced that these movements 
are responsible for the leakage. 

“Similar forces have caused the displacement of the balustrades, copings and 
stone borders which have been previously described. 
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“The pavement was laid in areas about 20 feet square with expansion joints 
between the several units. For some reason these have not been very effective, 
It may be that bond developed between the paving and the slab below which 
tended to render the joints inoperative. It is significant that where the pavement 
is laid directly on the ground it is still in good condition, whereas, where it is laid 
over the supported part of the structure it has disintegrated badly. The con- 
struction of the pavement itself was intended to be the same in both instances and, 
so far as I am able to ascertain was so built, 

‘In order to stop the leakage it is my opinion that a completely new water- 
proof envelope will have to be installed over the entire area of the garage, the 
tunnel and the lower terrace. In order to install that waterproofing the top sur- 
face of the structural slab will have to be exposed. That involves the removal of 
the earth in the planting spaces, the stone facing and borders around the planting 
spaces, the present pavement including the stone balustrades and copings, the 
old waterproofing and its protection and the old insulation. It has been noted 
that the existing structure should not be subjected to vehicular traffic. Neither 
should it be subjected to the weight of machinery which might be used in the 
demolition process unless proper temporary shoring is installed under the beams. 
When all of these items are removed and the surface of the slab exposed it should 
have applied to it one ply of waterproofing laid in coal tar pitch and should then 
have 2 inches of rigid, inorganic insulation applied under all of the paved areas. 
It need not be applied under the planting spaces. The insulation should then be 
covered with at least a five-ply felt and fabric waterproofing laid in pitch. This 
waterproofing should be turned up on the planting box walls and capped with 
copper flashings under the stone caps. The waterproofing should be protected 
with a concrete protection, the dirt replaced in the planting spaces, and a new 
paving laid in the plaza and walks. The material, pattern and method of laying 
this paving should be carefully studied so as to keep the areas small and make 
allowance for the inevitable expansion and contraction which will take place in it. 

“The stonework around the several basins in the main fountain need not be 
taken down. These basins can be made watertight by means of new linings of 
sheet lead which should then be protected with concrete. 

“The stone coping between the lowest basin of the fountain and the adjacent 
planting space should be removed, however, both to facilitate the waterproofing 
of the planting space and so that this coping can be raised a sufficient amount to 
have the top of the waterproofing come above the water level in the lowest pool, 
a condition which does not exist at present. 

‘‘When the stone copings and balustrades are reset, provision should be made to 
guard against displacement due to expansion. The vertical joints in the stone- 
work can be made in such a way as to overcome this tendency. 

“When the present paving is removed, the electrical conduits which are at 
present buried in it will also have to be removed. It will also be necessary to 
take down and reset the lighting standards when this work is done. New con- 
duits, wiring and connections should be provided when the work is replaced. 

‘‘When this work is replaced it is highly desirable that adequate drainage be 
provided so that water falling on the surface will be rapidly removed to the sewers. 
This will necessitate providing additional gutter drains with adequate new sewer 
lines to lead to the existing main sewer on New Jersey Avenue. That main 
sewer appears to be adequate to receive the runoff from this area. 

‘“‘The following is a detailed estimate of the several items which will be involved 
in the repair, reconstruction, alteration and improvement of this area as outlined 

n this report. It has been prepared in collaboration with your office: 
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“Estimate for reconstruction, repair, alteration, and improvement of areas of Capitol 
grounds located above and in vicinity of legislative garage 

Removal, storage, and resetting stonework _ - con $48, 000 
Temporary protection____- 3, 100 
Removal of concrete sidew alks and temporary protection over garage__ 78, 000 
Removal of earth, storage, and replacement - - _ - - 18, 000 
New membrane wate rproofing for paved are as and planting. spaces 50, 000 
New lead waterprofing for fountain__-_______--__- ; 11, 500 

Mortar protection over w aterproofing - : 21, 000 
C opper flashings in connection with w aterproofing -- i % . 5, 500 
Cutting reglets for waterproofing fountain : 3, 300 
Insulation under paved areas___.......------ ae __. 19,000 
Expansion joints in paved areas _ _- poeacies cena aia tea ‘ 3, 600 
Paving, granite blocks, flagstone borders- ae aaa _ 140, 000 
Painting bottom and sides of pools____ ~~ ~~ -- ed ’ _ 13, 000 
Plumbing, including new drains : ; : _ 53,000 
Electric work _ ante : ; 4 _ §0,000 


pi | Seeeenye lib)  3Gbsia i ; _.. 517, 000 
Contingency 10 percent th dus Oiectae.L Sushi 51, 700 


ni 6 ict). oe. te 5 . ‘ ; : Ls 3 $68. 700 


Professional fee 7% perce 3 Pak : ass _. 42,650 


o 61 2 350 


“Yours very truly, 
“James M. GonaweEr.”’ 


CONDITIONS ILLUSTRATED BY PICTURES 


Mr. Stewart. I would like to leave all of these photographs with 
you, Mr. Chairman. This one shows the outline of the area, and also 
gives you a picture of what occurred to the balustrades. This one 
indicates the concrete blocks on the right, and the damage done as a 
result of pressure from contraction and expansion down here. At this 
place [indicating] there is a complete fracture of the surface. This 
is shown very clearly in this section of the photograph up toward the 
Senate Office Building. Here is another one indicating about the 
same thing. 

The design and new material which we propose to use will keep 
maintenance costs at a minimum and will more effectively take care of 
contraction and expansion. 

This photograph gives you an idea of the result of the pressure from 
contraction and expansion and shows how badly the area has disin- 
tegrated. I would like to leave all of these photographs with the 
committee, so you can have them before you. 

Mr. Norre tt. I think that is sufficient on that item, Mr. Stewart. 

Mr. Stewart. Thank you. 


PRELIMINARY PLANS AND EstTIMATES—ADDITION TO House OFFICE 
BUILDINGS 


Mr. Norretyi. What about the second item for $25,000? You 
have not mentioned that. 

Mr. Stewart. If I may, I would like to present this to you. I 
talked with the Speaker this morning about it. 
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SUMMARY JUSTIFICATION DATA 


Mr. Norretu. Without objection, we will include the statement on 
this item in the record at this point. 
(The statement referred to follows:) 
Preliminary plans and estimates of cost for additional accommodations for the House 
of Representatives, $25,000 


The following estimate appears on page 5 of House Document No. 88, 84th 
Congress: 
“House Orrice BuiLpINGs 


“To enable the Architect of the Capitol, under the direction of the House 
Office Building Commission, to carry out the provisions of Public Law 176, 
Eightieth Congress, approved July 11, 1947, $25,000.”"_ - 


It is requested that the language of this estimate be amended to read, as follows; 


“House OFFicE BUILDINGS 


“To enable the Architect of the Capitol, under the direction of the House 
Office Building Commission, to carry out so much of the Act of July 11, 1947 
(61 Stat. 312) as relates to the preparation of preliminary plans and estimates 
of cost for the erection of an extension to the House Office Buildings, including 
accommodations for paring of automobiles, $25,000.” 

This estimate is submitted at the direction of the House Office Building Com- 
mission, in order to enable the Architect of the Capitol, under the direction of 
the Commission, to prepare preliminary plans and estimates of cost for the 
erection of an additional office building for the House of Representatives, including 
accommodations for parking of automobiles, on the Government-owned site 
immediately west of the New House Office Building, now used as the House 
parking lot—this site having been acquired in 1929-30 as a part of the site for 
the New House Office Building. 

Public Law 176, as enacted in 1947, actually authorizes the preparation of 
preliminary plans and estimates of cost not only for the erection of an additional 
House Office Building, referred to in the legislation as an extension to the House 
Office Buildings, with accommodations for parking of automobiles, but also for 
the erection of an addition to the House Office Buildings, the remodeling of the 
fifth floor of the old building, and renewal of the plumbing in the old building. 
An appropriation of $25,000, requested by the Architect of the Capitol in 1947, 
to carry out the provisions of Public Law 176, was not granted at that time. 

The language of the estimate contained in House Document No. 88, as herein 
amended, provides for the preparation only of preliminary plans and estimates 
of cost for erection of an additional office building for the House of Representa- 
tives, including accommodations for parking of automobiles, and does not include 
the other alternate proposals, as it is considered that present needs for office and 
committee accommodations warrant erection of a third House Office Building. 

The House Office Building Commission, created in 1903, has been in continuous 
existence for the past 50 years. Both the Old and New House Office Buildings 
were constructed by the Architect of the Capitol under the direction of the Com- 
mission, and the Architect has maintained and operated the two buildings under 
the direction of the Commission since their original completion and occupancy. 

During this period, the function of assignment and reassignment of rooms and 
other space in the House Office Buildings has also been under the Commission. 
At the present time, the Commission consists of Speaker Rayburn and Repre- 
sentatives Vinson and Auchincloss. 

The lack of adequate committee, office, and automobile accommodations has 
now become so acute that the Commission has directed the Architect of the 
Capitol to submit an appropriation estimate of $25,000 at this time, in order that 
the Architect, under the direction of the Commission, may employ the necessary 
architectural and engineering services to prepare preliminary plans and estimates 
of cost for an additional office building for the House of Representatives, including 
accommodations for parking of automobiles, authorized by Public Law 176. 

Under the appropriation of $25,000, it is proposed to follow the same procedure 
as was followed in the case of the New Senate Office Building. The Architect of 
the Capitol, under the direction of the Commission, will employ the necessary 
architectural and engineering services, and the preliminary plans will be developed 
in accordance with office, committee, and other requirements to be determined by 
the Commission. 
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BACKGROUND OF THE REQUEST 


Mr. Stewart. Back in 1947, the Congress passed Public Law 176 of 
the 80th Congress which authorized an appropriation of $25,000 for 
preliminary plans and estimates of cost for (1) the erection of an 
addition or extension to the House Office Buildings for the use of the 
United States House of Representatives, including accommodations 
for parking of automobiles; (2) the remodeling of the fifth floor of the 
Old House Office Building to provide additional office accommodations 
for Members of the House of Representatives; and (3) the renewal of 
plumbing in the Old House Office Building. 


ROLE OF HOUSE OFFICE BUILDING COMMISSION 


Now, so far as remodeling the fifth floor of the Old House Office 
Building and the renewal of plumbing is concerned, the House Office 
Building Commission requests that action on these two items be 
deferred at this time. What it would like to have done is to have the 
$25,000 appropriated now to prepare plans, estimates, and sketches 
for the construction of a New House Office Building on the Govern- 
ment-owned area lying immediately west of the New House Office 
Building. That is what they would like to have done, and I have 
prepared in my way, an amendment to the language shown in House 
Document 88 to accomplish this purpose. I hope, however, that 
other more qualified authorities will carefully check the language 
before it is inserted in the bill, to make certain that it will accomplish 
the desires and intention of the House Office Building Commission. 

Mr. Norre... I see. 

Mr. Stewart. I have, however, done this to carry out the desires 
of the House Office Building Commission. 

Mr. Norre tu. I have talked with Mr. Vinson of Georgia about this. 
I understand there has been a committee on this matter, of which I 
believe Mr. Vinson of Georgia and the Speaker are members. They 
have decided to ask for $25,000 as you have set out here. 

Mr. Stewart. Yes. 

Mr. Norrewu. Mr. Vinson is on the way over and he will tell us 
a little bit more about it. I am sure what you have said is right, 
that you need this fund. Personally, I think we ought to allow it. 

Is there any other discussion you would like to present to the 
committee? 

Mr. Stewart. That covers the item, Mr. Chairman. 

Under the law, we must act in this matter under the House Office 
Building Commission, of which Speaker Rayburn is chairman, and 
Representatives Vinson and Auchincloss are the other members; and 
I am now working under this group. 

Mr. Norretu. Thank you very much for your statement. 

Mr. Stewart. Thank you. 


STATEMENT OF REPRESENTATIVE VINSON 


Mr. Norretu. Mr. Vinson, we have been discussing an item here 
of some $25,000 that may be needed by the Architect of the Capitol 
under the direction of the House Office Building Commission. That 
is an item which I understand you are very much interested in, along 
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with Speaker Rayburn and Mr. Auchincloss. I would like you, if 
you will, to give us any statement you desire concerning it. 

Mr. Vinson. Mr. Chairman, you recognize the fact that under the 
law, the Speaker heads the group known as the House Office Building 
Commission, and, in addition thereto, there are two Members of the 
House, Mr. Vinson of Georgia and Mr. Auchincloss of New Jersey, 
who constitute the House Office Building Commission. 

We were appointed by the Speaker at the beginning of the 84th 
Congress. 

Now, I found that in the 80th Congress a bill was passed, approved 
July 11, 1947, which provided as follows: 

That the Architect of the Capitol, subject to the direction and supervision of the 
House Office Building Commission, is authorized and directed to prepare pre- 
liminary plans and estimates of cost for (1) the erection of an addition or extension 
to the House Office Buildings for the use of United States House of Representa- 
tives, including accommodations for parking of automobiles; (2) the remodeling of 
the fifth floor of the Old House Office Building to provide additional] office accom- 


modations for Members of the House of Representatives; and ,3) the renewal of 
plumbing in the Old House Office Building. 


PLANS FOR A GARAGE OFFICE BUILDING 


Mr. Chairman, and members of the committee, I desire to direct 
my remarks to the first provision, the erection of an addition or exten- 
sion to the House Office Building for the use of the United States 
House of Representatives including accommodations for parking of 
automobiles. 

In talking this matter over with Speaker Rayburn, we thought it 
desirable to ask to have made available the $25,000 provided for in the 
act for the Architect of the Capitol to formulate plans looking forward 
to the construction of a new House Office Building on property pres- 
ently owned by the Government, located south of the Capitol and to the 
west of the New House Office Building, with two lower floors to be used 
for automobiles, and the balance of the building to be used for com- 
mittee rooms, with sufficient space for the chairman and majority and 
minority members to have their offices in that building. 

We thought that it would be worth while to have this $25,000 
appropriated so that the Architect could formulate plans and see 
what it is going to cost, and ascertain the feasibility of what we had in 
mind along the line of the authorization by the Congress in this law. 

Speaker Rayburn spoke to me about it, and I have had 2 or 3 
conferences with him. He is very anxious that the money be made 
available, and so is the minority member, as well as myself, because 
we think a study should be made of this space now owned by the 
Government. 

Mr. Norre.u. Of course, up to this time, you do not know anything 
about the cost? 

Mr. Vinson. No; the $25,000 would be used to enable the Architect 
to find out. 

Mr. Norrewu. And it may even result in selecting a different site? 

Mr. Vinson. I would be more inclined, Mr. Chairman, not to buy 
property when we already have this vacant lot. I believe there is a 
map here showing the area, is there not, Mr. Stewart? 
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Mr. Stewart. Yes. It is directly across the street from the New 
House Office Building, extending from South Capitol Street down to 
Delaware Avenue. 

Mr. Vinson. Our thought was to have the Architect examine into 
what it is going to cost; to draw up preliminary plans and see how 
that would tie in with the buildings that are over there, so that all 
three of the buildings would use the same architectural approach, 
with the same characteristics. 

I thought that it would be a good idea to take the money that was 
provided for in the 80th Congress, the $25,000, for making the study, 
and of course that study would come back up here, and we may find 
that the cost would be prohibitive and that we might have to leave 
that phase out of it altogether at this time. However, that was the 
reason why the 80th Congress made provision for the $25,000. 

Mr. Norrevu. Thank you, Mr. Vinson. We appreciate very much 
your coming over here and giving us the benefit of your views. The 
committee, I am sure, will want to carry out the recommendations of 
the Commission. 

Mr. Vinson. I talked to the Speaker and he is very much interested, 
and I told him that I was going to appear before the committee and 
advocate this action, and it met with his approval. 


DESCRIPTION OF PROPOSED SITE 


Mr. Stewart. This lot is in the shape of a trapezoid. 
Mr. Vinson. The terrain is such that it will lend itself very well to 
providing two floors for parking purposes, because it is on a hill. 


Mr. Norre.tu. When you look over your statement, Mr. Stewart, 
will you put in the record an accurate description of the area you are 
talking about? 

Mr. Stewart. Yes. 

(The information requested follows:) 


DESCRIPTION OF PROPOSED SITE 


The site proposed for an additional office building for the House of Repre- 
sentatives is the square located immediately west of the New House Office 
Building. It is trapezoidal in shape. It is bounded on the east by South Capitol 
Street, on the south by C Street, on the west by Delaware Avenue, and on the 
north by Independence Avenue. The South Capitol Street side of this square is 
480 feet long; the C Street side, 320 feet long; the Delaware Avenue side, 498 
feet long; and the Independence Avenue side, 186 feet. The end of the square 
adjacent to Independence Avenue is now occupied by a structure used as a field 
office by the Architect of the Capitol. The remainder of the square is now used 
as the House parking lot. 


Mr. Norre tu. Is there anything further you wish to add, Mr. 
Vinson? 

Mr. Vinson. No, Mr. Chairman. Thank you very much. 

Mr. Norrevu. Thank you, gentlemen, for your statements. 





Fripay, Marca 4, 1955. 
GOVERNMENT PRINTING OFFICE 


CONGRESSIONAL PRINTING AND BrinpINna, 1955 
WITNESSES 


FELIX E. CRISTOFANE, COMPTROLLER 
HARRY J. HUMPHREY, CHIEF, COMPUTING SECTION 


Mr. Norre.u. We will take up next the item for the Government 
Printing Office, involving a request for an additional $700,000 for 
printing and binding for Congress for the fiscal year 1955. 


LATE ADJOURNMENT OF CONGRESS 


Mr. Cristofane, will you give for the record your full name and 
the position you hold and make any statement you care to, in regard 
to the budget estimate? 

Mr. Cristorane. I am Felix E. Cristofane, comptroller, Govern- 
ment Printing Office. 

Mr. Chairman, this is a deficiency appropriation estimate for con- 
gressional printing and binding for the fiscal year 1955. This estimate 
is due to the late adjournment of the Congress and the reconvening 
of the Senate in November 1954, which was not anticipated in the 
original estimate. It has been estimated that $9,200,000 will be re- 
quired for congressional printing and binding for the fiscal year 1955. 

It, therefore, is necessary to request a deficiency appropriation of 
$700,000 for printing and binding for the use of the Congress and for 
the Federal Register for the fiscal year 1955. The amount appro- 
priated was $8,500,000, which was $300,000 less than the original 
estimate. The estimated increase over the original estimate is based 
on an increased volume of work only, with no increase, estimated for 
the labor and material costs. 


ESTIMATED AND ACTUAL EXPENDITURES 


The following table shows the original estimates of expenditures for 
the fiscal year 1955, the revised estimates of expenditures for the fiscal 
year 1955, the estimated increase in expenditures over the original 
estimate, the actual expenditures for the fiscal year 1954 through 
December 31, 1954, and the expenditures for the fiscal year 1955 
through December 31, 1954. 

Mr. NorreE... I would like to have you put that table in the record 
at this point. 

(The table referred to follows :) 
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Expenditures 
Original Revised nee | wi » 
estimate, | estimate, - 
fiscal year | fiscal year 
1955 1955 


over 
original 
estimate 


Fiscal year | Fiscal year 
1954 through | 1955 through 
Dee, 31, 1954 | Dee. 31, 1954 


. Congressional Record $1, 800, 000 | $1, 800, 000 $1, 558, 405. 39 $494, 436. 50 
. Miscellaneous publications__....| 1,300,000 | 1, 300, 000 834, 299. 28 208, 212. 63 
.M rere printing and bind- 
1, 100, 000 1, 100, 000 804, 184. 47 297, 732. 64 





| 
62, 683. 81 9, 981. 04 
E Franked envelopes and docu- 
ment franks ho h 200, 120, 11 93, 222. 26 
. House and Senate calendars . y 442, 325. 94 175, 604. 41 
Bills, resolutions, and amend- 
; ; f 691, 558.54 | 233, 389.16 
. Committee reports t : ¥ 354, 237. 46 182, 612. 83 
. Documents 400, i 243, 384. 38 25, 239. 25 
. Hearings-_- Soames » 745, : . 95, , 702, 365. 34 221, 661. 71 
. Federal Register __ 1 f 502, 035. 36 195, 872. 52 
. Supplement to Code of Federal 
Regulations . 258, 846.15 








7, 654, 446. 23 


1 Reduced to $8,500,000 by Appropriations Committee, Public Law 470, 83d Cong., 2d sess. 


Mr. Cristorane. The original estimate for the Congressional 
Record was $1,800,000 and the revised estimate is $1,800,000. 

Miscellaneous publications, original estimate, $1,300,000 and the 
revised estimate is the same, $1,300,000. 

Miscellaneous printing and binding, original estimate $1,100,000 
and there is also $1,100,000 in the revised estimate. 

Publications for international exchange, the original estimate and 
the revised estimate are the same, $90,000. 

Franked envelopes and document franks, $185,000; original estimate. 
That amount will be insufficient and there will be a need of $15,000 
additional, making the revised estimate $200,000. 

House and Senate calendars, original estimate, $450,000, with a 
revised estimate of $450,000. 

Bills, resolutions, and amendments, original estimate, $700,000, 
and we will need $65,000 more, making a total of $765,000. 

Committee reports, $250,000, and there will be needed $100,000 
more for committee reports for a total of $350,000. 

Documents, original estimate, $400,000, which is the same. 

Hearings, original estimate, $1,745,000. We believe that we will 
need $195,000 more, making $1, 940, 000. 

Original estimate for the Federal Register, $515,000, and we will 
need $25,000 more for a total of $540,000. 

Supplement to Code of Federal Regulations, original estimate, 
$265,000, the same in the revised estimate. 

The total original estimate of $8,800,000 was reduced to $8,500,000, 
We are now requesting $9,200,000, the difference being $700,000. 

Mr. Norrewu. You are really just restoring a little of the money 
that was originally requested? 

Mr. Cristorann. That is right, sir. 

Mr. Norrevu. Which was not included in the original bill? 

Mr. Cristorane. That is right; there was a reduction of $300,000 
from the original estimate, and we are asking for $400,000 more. 

Re Norre.ui. You do not know of any way to get by without 
that? 





314 


Mr. Cristorane. No sir. These amounts were determined on the 
basis of the cost of the various items, and the average cost per page 
of the various reports and printed documents that are needed by the 
Congress. 

OBLIGATIONS TO DATE 


Mr. Norrevyt. What have been the actual obligations to date? 

Mr. Crisrorane. The obligations to date on the 1955 appropria- 
tion? 

Mr. Norre.u. Yes. 

Mr. Humpurey. We have the figures through February 28. 

Mr. Cristorane. We have the expenditures, but we do not have 
the obligations set out to date. We have the actual amounts charged. 

Mr. Norrevi. Do you know any way by which you can compare 
it? 

Mr. Cristorane. Yes, sir; we do have that information. 

The obligations for 1955, Congressional Record, $1,740,000. 

Miscellaneous publications, $1,225,000. 

Miscellaneous printing and binding, $1,065,000. 

Publications for international exchange, $85,000. 

Franked envelopes and document franks, $180,000. 

House and Senate calendars, $435,000. 

Bills, resolutions, and amendments, $675,000. 

Committee reports, $240,000. 

Documents, $385,000. 

Hearings, $1,685,000. 

Federal Register, $495,000. 

Supplement to Code of Federal Regulations, $260,000. 

That is the way we have obligated the present appropriation of 
$8,500,000. They are additional obligations; that is, because of the 
increased quantity of the work that will be done for the Congress 
from now until the 30th of June. 

Mr. Norrewtu. What are the actual charges? 

Mr. Cristorane. The actual charges through December 31—— 

Mr. Humpurey. This is the right amount [indicating]. 

Mr. Cristorane. The actual charges on closed-out work for the 
appropriation through February 28 is $2,899,830.20. In addition, 
we have work that has been partially finished, but we do not bill that 
until after the job is finished. 

Mr. Norre tu. For these various items, is the expense going up or 
down? How does it compare generally? 

Mr. CrisTorane. It is going at about the same rate; $9,200,000 is 
estimated for the fiscal year 1955, and the same amount is estimated 
for the fiscal year 1956. 

Mr. Norre.t. In other words, the estimate will be about the same 
for next year? 

Mr. CristTorane. Yes, sir. 

Mr. Norre tt. Is there anything further? 

Mr. Cristorane. No, sir. 

Mr. Norrevu. Thank you very much, gentlemen, for your state- 
ment. 

Mr. Cristorane. Thank you, sir. 





Fripay, Marcu 4, 1955. 


Hovuser or REPRESENTATIVES 


WITNESSES 


RALPH R. ROBERTS, CLERK 
HARRY LIVINGSTON, DISBURSING CLERK 


Mr. Norrexu. Mr. Roberts, we have received some supplemental 
estimates of funds required by the House of Representatives for the 
fiscal year 1955. 

Mr. Roserts. Yes. 


INCREASED SALARIES OF MEMBERS 


Mr. Norreuu. Will you identify the items for us? 

Mr. Roserts. Salaries of Members, additional amount necessary 
for compensation of Members for fiscal year 1955, $1,468,000. 

Mr. Norrewu. That is the amount that is necessary up to the end 
of this fiscal year? 

Mr. Roserts. That is right. 

Mr. Norre.u. That is in regard to salary increases for Congressmen? 

Mr. Roserts. That is right. 


CONTINGENT EXPENSES OF THE HovUsE 


Mr. Norreuu. What is the next item? 

Mr. Roserts. $2,000 for an additional amount for the Office of the 
Coordinator of Information. 

Mr. Norrewu. What is that for? 

Mr. Roserts. Readjustment of salaries. 

Mr. Norrevu. That $2,000 is for salaries? 

Mr. Roserts. Readjustment of salaries. It is all for salaries. 

Mr. Norreuu. Why do they need that? 

Mr. Roserts. He has the right to readjust salaries. 

Mr. Livinestron. Also, Mr. Chairman, there is an additional job 
which was put in there, that they did not anticipate, and they ab- 
sorbed most of the cost, all except $2,000. 

Mr. Norrewu. This additional help is for the Coordinator of 
Information? 

Mr. Livineston. That is correct. 

Mr. Roserts. They had enough money, except the $2,000. 

Mr. Norre... Is this going to be a continuing expense next year? 

Mr. Livineston. Yes, it will be in the budget next year. 

Mr. Norre ut. If we allow this salary, there will be a further in- 
crease for the next fiscal year? 

Mr. Livineston. If this $2,000 is allowed for the position; that is 
the amount asked for in the new budget. 

Mr. Norreuu. Has this been authorized by the Legislative Com- 
mittee? 

Mr. Lrvrnaston. It did not have to be, Mr. Chairman. The posi- 
tion is subject to appointment by the Coordinator, with the approval 
of the Speaker. 
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AUTOMOBILE FOR Majority LEADER 


Mr. Norretu. What is the next item? 

Mr. Roserts. $5,400, automobile for the majority leader. 

Mr. Norre.u. I thought he had an automobile. 

Mr. Roperts. He did have an old car, but a new one was bought 
in January. This one replaced an old Chrysler. 

Mr. Livineston. The Chrysler car was found to require more cost 
for repairing than was justified, or practical. 

Mr. Norre.u. Anyway, this is for a new car? 

Mr. Livineston. Yes; for the majority leader. 

Mr. Norrewu. The car they have now is how old? 

Mr. Roserts. The car is only 2 months old, but the car that was 
traded in was over 2 years old. 

Mr. Norretu. What is the next item? 


FOLDING DOCUMENTS 


Mr. Roserts. $10,000 for folding documents in the folding room. 

Mr. Norre.u. Is that an additional amount. 

Mr. Roserts. Additional amount for the folding of documents. 

Mr. Norre.u. That is to carry to the end of this fiscal year? 

Mr. Roserts. That is correct. 

Mr. Norrevu. Why was that cut before? 

Mr. Livineston. Originally the budget for the folding documents 
was $125,000. Mr. Miller has cut the costs of the folding documents 
down, but at the rate we are running now, we will need this amount 
to carry on to the end of the fiscal year. 

Mr. Norrexu. That does not mean that this amount will be over 
and above what this item would have been during the next fiscal 
year; does it? 

Mr. Roserts. No. 


LEGISLATIVE MIscELLANEOUS, CapiTroL PoticE Boarp 


Mr. Norre.u. Very well, the next item is for the Capitol Police. 

Mr. Roserts. Capitol Police, an additional amount for the Capitol 
Police Board, for the fiscal year 1955, $3,420. 

Mr. Norretu. What is that for? 

Mr. Livineston. Mr. Chairman, on that I would like to answer 
the question. Heretofore the captain of Capitol Police was paid by 
the Senate, but now they have appointed a man who is a member of 
the Metropolitan Police Department so they have requested us to 
reimburse the District of Columbia for his salary. He will be paid by 
the Metropolitan Police Department, and we reimburse the District 
of Columbia for the three police that we now have here. In other 
words, instead of the Senate having this money appropriated and 
reimbusing the District of Columbia the House will reimburse the 
District of Columbia for the salaries of the men assigned to the 
Capitol by the Metropolitan Police. 

Mr. Norre t. It is the same amount? 
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Mr. Livineston. It is the same amount, and will go back to the 
Treasury from the Senate. 

Mr. Norre tu. In other words, this is just a matter of accounting? 

Mr. Livineston. That is right. 

Mr. Norrewy, I think we ought to have some good sound expe- 
rienced policemen up here. 

Mr. Livineston. This man has had a good many years experience. 

Mr. Norre.t, If it is being done by using Metropolitan Police 
help, I think it might be a good idea to do that. 

Is there any further statement you desire to make on that? 

Mr. Roserts. No. 


BREAKDOWN OF REQUEST FOR LeGIsLATIVE Brancn, HovusEe or 
REPRESENTATIVES 


Mr. Norrexu. The total amount of these items is how much? 

Mr. Roserts. The total amount of the supplemental estimate? 
Mr. Norrewu. Yes. 

Mr. Roserts. $1,488,820. 

Mr. Norreuu. Will you insert a breakdown in the record, please? 
(The statement referred to follows:) 


Salaries of Members: 
For an additional amount for compensation of Members, fiscal 
year 1955 $1, 468, 000 
Contingent expenses of the House: 
For an additional amount for the Office of the Coordinator of 
of Information, fiscal year 1955 2, 000 
For an additional amount, automobile for the majority leader, 
fiscal year 1955 5, 400 
For an additional amount for folding documents, fiscal year 1955_ 10, 000 
Legislative miscellaneous: 
Capitol Police: 
For an additional amount for the Capitol Police Board, 
fiscal year 1955 3. 420 


Total amount of supplemental appropriations required. 1, 488, 820 
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SUBCOMMITTEE ON INDEPENDENT OFFICES APPROPRIATIONS 
ALBERT THOMAS, Texas, Chairman 


SIDNEY R. YATES, [Illinois JOHN PHILLIPS, California 

JOE L. EVINS, Tennessee CHARLES W. VURSELL, Illinois 

EDWARD P. BOLAND, Massachu- HAROLD C. OSTERTAG, New York 
setts 


TuHurspay, Marca 3, 1955. 


VETERANS ADMINISTRATION 


WITNESSES 


H. V. HIGLEY, ADMINISTRATOR 
F. W. KELSEY, CONTROLLER 
J. D. BAKER, BUDGET OFFICER AND ASSISTANT CONTROLLER 


W. HOWARD, ASSISTANT DEPUTY ADMINISTRATOR FOR COM- 
PENSATION AND PENSIONS 


A. H. MONK, CONTROLLER, DEPARTMENT OF VETERANS BENEFITS 


Mr. Tuomas. Gentlemen, we will now interrupt consideration of 
your regular 1956 budget and take up your supplemental request for 
$395,720,000. Mr. Reporter, insert that portion of House Document 88 
relating to the Veterans Administration in the record at this point. 

(The material is as follows:) 


“VETERANS ADMINISTRATION 
“COMPENSATION AND PENSIONS 


“For an additional amount for ‘Compensation and pensions’, $240,000,000, to 
remain available until expended.” 

This appropriation provides for veterans’ compensation, pensions, and other 
allowances, including emergency officers’ retirement pay and annuities, and 
burial expenses of deceased veterans. 

The original 1955 estimate was in the amount of $2,535 million. The Congress 
provided $2,435 million. In its report on the independent offices appropriation 
bill, 1955, the House Appropriations Committee stated: ‘‘The committee recog- 
nizes the fact that funds provided for this item are to meet firm obligations of the 
Federal Government, * * * and if an additional amount is required during the 
next fiscal year the committee will recommend funds to meet the situation.” 

During the current fiscal year new legislation increasing payments for com- 
pensation and pensions approximately 5 percent, was also approved, which in- 
creased the requirements of this program an additional $110,200,000. The pro- 
posed supplemental appropriation reflects the effect of this legislation as well as 
the increase in basic requirements above the level provided by the existing 
appropriation. 

On October 19, 1954, this appropriation was apportioned on a basis which 
indicated a necessity for a supplemental estimate, pursuant to section 3679 of 
the Revised Statutes, as amended. This action was reported to the Congress by 
the Director of the Bureau of the Budget at that time. 


‘““READJUSTMENT BENEFITS 


“For an additional amount for ‘Readjustment benefits,’ $155,000,000, to remain 
available until expended.”’ 

This appropriation provides for education and training allowances to veterans, 
vocational rehabilitation of disabled veterans, loan guaranty payments, and hous- 
ing grants for disabled veterans. 

The amount available for obligation in fiscal year 1955 is $533,280,017. Ex- 
perience to date indicates that this amount will be insufficient because of an un- 
anticipated sharp increase in enrollment and rates of payment. 
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“GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


“For an additional amount for ‘Grants to the Republie of the Philippines,’ 
$720,000.” 

Public Law 865, approved July 1, 1948, authorized a program of grants to the 
tepublic of the Philippines for the medical care and treatment of certain eligible 
Filipino veterans for a 5-year period. The budget for the fiscal year 1955 was 
predicated on the expiration of this program on December 31, 1954, in accordance 
with the terms of the authorization. However, the Congress enacted Publie Law 
121, approved June 18, 1954, extending the program for 5 more years with gradu- 
ally decreasing limitation on the amount of the grant authorized each vear. The 
proposed supplemental appropriation recommended at this time is necessary to 
finance the program through June 30, 1955. 


CoMPENSATION AND PENSIONS 


You are seeking a supplemental for fiscal 1955 of $240 million for 
compensation and pensions. Will you insert at this point in the 
record, Mr. Reporter, pages C and P-1 and 2 in the justification for 
this item, 

(The material referred to is as follows:) 


Compensation and pensions, VA, supplemental request, $240,000,000 


Additional funds in the amount of $240 million will be required for the payment 
of compensation and pensions during fiscal vear 1955. 

Of the total of $2,439,388,916 which was availatle for expenditure during fiscal 
year 1955, $1,535,827,684 was expended during the first 7 months, leaving a bal- 
ance of $903,561,232 available for the last 5 months. 

Requirements for the last 5 months ha‘ e keen recomputed on the basis of trends 
indicated by expenditures by category for the first 7 months, resulting in a revised 
estimated requirement of $2,679,388,916 which is $240,000,000 in excess of avail- 
able funds. 

Actual expenditures by category for the first 7 months and estimated require- 
ments for the last 5 months are as follows: 


COMPENSATION AND PENSIONS—FIscAL YEAR 1955 


Obligations by categories, actual 1st 7 months, estimated last 5 months 


Last 5 months | Fiscal year 1955 
total (esti- total (revised 
mated) estimate) 


lst 7 months 
total (actual) 





$875 $625 $1, 500 
Mexican War (deceased) ------ 2, 739 1, 786 4, 525 
Indian wars (living).....-...----- 173, 794 106, 186 279, 980 
Indian wars (deceased) - -- 449, 492 325, 429 774, 921 
Civil War (living) bo dete ge sah : 929 | 678 1, 607 
Civil War (deceased) _ _- anit 2, 189, 644 1, 539, 181 3, 728, 825 
Spanish-American War (living) , 204, 521 | 31,117, 059 9, 321, 580 
Spanish-American War (deceased) ; bebe 31, 815, 604 23, 512, 327 55, 327, 931 
Peacetime service (living) ...........--.-- 25, 101, 364 | 18, 716, 918 3 818 282 
Peacetime service (deceased) -___- : 9, 810, 879 7, 187, 754 }, 998, 633 
World War I (living) ee oe : 863, 566 264, 020. 513 884, 079 
World War I (deceased)... _..--.--- : : , 487, 1382 105, 654 903 | 092, 035 
World War II (living) be ~—— deed 783. 009 455, 378, 207 | 161, 216 
World War IT (deceased) : , 692, 867 141, 701, 398 394, 265 
Korean conflict (Public Law 28) (living) Catead 411, 801 | 54, 895, 728 | 307, 529 
Korean conflict (Public Law 28) (deceased) , 867, 159 19, 345, 751 2 212 910 
Emergency officers’ disability retirement (World War I 2, 188, 291 1, 697, 549 | 3, 885, 840 
Adjusted service and dependents pay 4, 741 3, 517 | 8, 258 
Subsistence allowance for disabled veteran trainees 

(Publie Law 16 and Public Law 894) . 541, 560 11, 058, 440 | 28. 600 000 
Initial burial allowances 9, 287, 717 7, 297, 283 | 16, 585 000 








1, 535, 827, 684 1, 143, 561, 232 2, 679, 388, 916 


59135—55 21 
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Mr. Tuomas. Is this a purely mathematical computation? 
Mr. Howarp. Yes, sir; actual experience. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Back on the record. 


GENERAL STATEMENT 


Mr. Keusry. We have a statement of a page and a half which we 
would like to present to the committee which gives it a great deal 
more in detail, on these additional supplements of $240,000,000 for 
compensation and pensions. 


Mr. Tuomas. Is this the general statement of the Administrator? 
Mr. Ketsey. Yes, sir. 


Mr. Tuomas. All right. 
(The material referred to follows:) 


ADMINISTRATOR’S GENERAL STATEMENT, SUPPLEMENTAL APPROPRIATION REQUEST, 
FiscaL YEAR 1955 


Mr. Chairman and gentlemen of the committee, the supplemental appropriation 
requirements totaling $395,720,000 for the current fiscal year are comprised of 
$240 million for compensation and pensions, $155 million for readjustment benefits, 
and $720,000 for grants to the Republic of the Philippines. 


Compensation and pensions, $240 million 


The amount appropriated for fiscal year 1955 was $2,435 million. The Com- 
mittee on Appropriations in its report accompanying the independent offices 
appropriation bill, 1955, stated that funds provided for this item were to meet a 
firm obligation of the Federal Government and if an additional amount was 
required during the fiscal year, it would recommend funds to meet the situation. 

Ve now find that the amount appropriated, together with the balance of 
$4,388,916 available for expenditure from fiscal year 1954, making a total available 
of $2,439,388,916 will be insufficient by $240 million to meet current year payments 
from this appropriation. $130 million of this shortage is represented by increased 
requirements based on the obligation rate experienced during the first quarter 
of the fiscal year. Additional requirements of $110 million are attributable to 
rate-increasing legislation effective October 1, 1954. Public Law 695, providing 
for a general rate increase to beneficiaries receiving compensation, results in an 
increase in requirements amounting to $82 million, and Public Law 698, providing 
for a general rate increase to beneficiaries receiving pensions, results in another 
increase in requirements amounting to $28 million. 

Obligations through January 31, 1955, amounted to $1,535,827,684, leaving 
$903,561,232 available for the balance of 5 months, whereas the requirements for 
this latter period are expected to amount to $1,143,561,232. 


Readjustment benefits, $155 million 


The amount appropriated for fiscal year 1955 was $387 million. The balance 
of $139,404,678 available for expenditure from fiscal year 1954 and a transfer of 
$6,875,339 from the discontinued appropriation, ‘‘Veterans miscellaneous 
benefits,’’ made a total of $533,280,017 available for the current year. 

Obligations incurred for the 7 months through January 31, 1955, amounted to 
$360,834,242 and at the present rate are expected to amount to $327,445,775 for 
the balance of the current year. This total requirement of $688,280,017 exceeds 
available funds of $533,280,017 by $155 million. 

Many more veterans than were originally expected are enrolled in training 
courses under Public Laws 346 and 550. Based on latest experienced average 
cost per trainee, funds are available in the current year to support an average 
monthly training load of 436,600 under these 2laws. Current trends indicate that 


this load will average in excess of 550,000. Further details of this trainee load are 
included in our justification. 
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Grants to the Republic of the Philippines, $720,000 


Funds in the amount of $1,564,000 were requested and appropriated in fiscal 
year 1955 for medical care and treatment of eligible veterans in the Philippines. 
Under then-current legislation this program was to expire on December 31, 1954. 
Accordingly, funds were requested and appropriated only for a 6-month period. 
Public Law 421, 83d Congress, approved June 18, 1954, extended the program for 
5 years, making necessary a request for additional funds for the balance of the 
current year in an amount estimated at $720,000. 


READJUSTMENT BENEFITS 


Mr. Tuomas. Mr. Reporter, also insert page RB-—1 in the record, 
“Readjustment benefits, supplemental request, $155 million.”’ 

(The justification is as follows:) 

Readjustment benefits, VA, supplemental request, $155 million 

Additional funds in the amount of $155 million will be required for the payment 
of readjustment benefits during fiscal year 1955. 

Of the $533,280,017 available for expenditure during fiscal year 1955, $360,- 
834,242 was obligated during the first 7 months, leaving a balance of $172,445,775 
available during the remaining 5 months. 

Analysis of workloads and expenditures for the first 7 months of the fiscal year 
indicates that total requirements for the year exceed the amount available by 
$155 million. 

These additional funds are required for benefit payments to veterans in training 
under the provisions of Public Law 346, 78th Congress, as amended, and Public 
Law 550, 82d Congress, as amended. Funds presently available will cover the 
cost of subsistence, tuition, and supplies and materials for an average monthly 
training load of 132,000 under Public Law 346 and the education and training 
allowance cost for 304,605 trainees under Public Law 550. Actual number of 
veterans in training at the end of January 1955 was 145,009 under Public Law 346 
and 510,259 under Public Law 550. Based on current trends, it is estimated 
that the average monthly training loads under these laws will be 138,000 for 
Public Law 346 and 421,000 for Public Law 550 requiring additional funds in the 
amount of $4,680,000 and $150,320,000, respectively. Analysis of workloads and 
funds available for other objects of expenditure paid from this appropriation indi- 
cate that funds provided will be adequate to cover requirements during the 
remainder of the fiscal year. 

Mr. Tuomas. How do you arrive at this figure of $155 million for 
Readjustment Benefits? You had $533,280,017 available for fiscal 
55. $360,834,242 was obligated in the first 7 months and on your 
calculation you will need $155 million more, is that correct? 

Mr. Monk. Yes. 

Mr. Tuomas. You have a little carryover, but it is a rounded-out 
figure. Skip the carryover. Anyway, you need the $155 million. 

Mr. Monk. Yes, largely because of increased training load. 

Mr. Tuomas. Is it an increase in rates? 

Mr. Monk. No, sir. 

Mr. Tuomas. Only training load? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. Your justification states: 

Based on current trends, it is estimated that the average monthly training 
loads under these laws will be 138,000 for Public Law 346, and 421,000 for Public 
Law 550 requiring additional funds in the amount of $4,680,000 and $150,320,000, 
respectively. 

Mr. Puituips. The general statement says something about rate 
increase legislation, and the witness just said it did not involve that. 

Mr. Monk. That is compensation payments. 
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Mr. Tuomas. Yes, there is a rate increase in compensation that is 
not under Public Laws 346 and 16 and their amendments, is that cor- 
rect? 

Mr. Ketsey. Right. 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Mr. Tuomas. Let’s take up Grants to the Republic of the Phillip- 
pines for Medical Care and Treatment of Veterans, and at this point, 
Mr. Reporter, insert page G—1 in the record. 

(The material referred to follows:) 


DEPARTMENT OF VETERANS BENEFITS 


Grants to the Republic of the Philippines for medical care and treatment of veterans, 
Veterans Administration, $720,000 

The funds requested under this title are for payment of grants-in-aid to the 
Republic of the Philipines as reimbursement for medical care and treatment 
furnished elegible veterans in the Philippines, in accordance with section 4 of 
Public Law 865, 80th Congress, as amended. The 5-year program of reimburse- 
ment under the basic law would have expired on December 31, 1954, but for the 
passage of Public Law 421, 83d Congress, which extended the program for an 
additional 5 vears with gradually decreasing limitations on the amount authorized 
each year. $1,564,000 was appropriated for the first half of fiscal vear 1955 
for reimbursement to the Republic of the Philippines until Decemker 31, 1954, 
the original expiration date of the program. Extensions of the program under 
the above legislatiom requires a supplemental appropriation for the balance of 
the year. 

Public Law 865, 80th Congress, also authorized grants to the Pepublic of the 
Philippines not to exceed $22,500,000 for construction and equipping of hospitals 
for those veterans with service-connected disabilities. Of the $9,400,000 appro- 
priated for the corstruction and equipping of a general medical and tukerculosis 
hospital in the Manila area $3,196,199 had keen expended through 1954. It is 
anticipated that basic construction will he completed in early 1955 and that the 
institution will be equipped, staffed, and ready to accept patients on or atout 
October 1, 1955. However, this supplemental budget request for fiscal vear 
1955 of $720,000 provides for preliminary costs connected with the staffng and 
organization of the new hosptial in the last half of fiscal vear 1955 as v ell as the 
continuation of the present program which was extended by Public Law 421, 
83d Congress. 

Mr. Tuomas. Tell us about this supplemental concerning the 
medical care and treatment of Philippine veterans. 

Mr. Baker. Because of the original expiration of legislation as of 
December 31, 1954, we did not ask for funds beyond that date in our 
appropriation last year. However, an extension of this legislation for 
an additional 5 years requires additional funds for the remainder of 
the current fiscal year. 

Mr. Tuomas. What is the cost per bed, and how many veterans do 
you intend to have for fiscal 1955? 

Mr. Monk. The cost per bed at the present time for 1955 is $8.04. 

Mr. VursE.L. Is that the total cost, or our share? 

Mr. Monk. That is the total cost. 

Mr. THomas. We pay for only service-connected veterans? 

Mr. Monk. Correct. And there were approximately 700 veterans 
being hospitalized. 

Mr. Tuomas. Gentlemen, thank you very much. 
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FEDERAL POWER COMMISSION 


Mr. Tomas. During the hearings on the 1956 budget for the 
Federal Power Commission we considered the supplemental request 
of $100,000 and also a request to increase the travel limitation from 
$220,000 to $230,000. In addition, the Commission has submitted a 
justification of the request. 

Mr. Reporter, at this point in the record insert the portion of House 
Document 88 relating to the Federal Power Commission and also their 
justification of the request. 

(The material referred to is as follows:) 


“FEDERAL PowER COMMISSION 
“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $100,000; and the 
limitation under this head in the Independent Offices Appropriation Act, 1965, on 
the amount available for travel expenses is increased from ‘$220,000’ to ‘$230,000’ .” 

The Federal Power Commission is now confronted with an increasing backlog 
of applications for permits and licenses from non-Federal sources for the develop- 
ment of hydroelectric power projects. The Commission’s workload has also 
increased sharply as a result of a decision by the United States Supreme Court 
on June 7, 1954, which held that a large number of individuals and corporations 
previously exempt are now subject to the Commission’s jurisdiction under the 
Natural Gas Act. 

Included in the proposed supplemental appropriation is an amount of $30,000 
to provide the additional personnel needed to accelerate processing of applications 
from non-Federal groups for hydroelectric projects and thereby reduce the backlog 
of such applications and advance the dates when power would be available. The 
remaining $70,000 is necessary to enable the Commission to comply with the law 
under the Supreme Court decision. The language change is to provide for addi- 
tional travel associated with the increase in level of the Commission’s work in 
these two activities. 


JUSTIFICATION FOR SUPPLEMENTAL APPROPRIATION FOR 1955 


Supplemental estimates for “Salaries and expenses, Federal Power Commission, 
1955” total $100,000, of which $30,000 is to be devoted to licensing of non-Federal 
hydroelectric projects and $70,000 to regulation and surveys, natural gas industry. 

The program requirements which necessitate the supplemental request were 
developed fully in the hearings on the Commission’s 1956 budget, held before 
the Subcommittee on Independent Offices, House Committee on Appropriations, 
on February 3, 1955. 

The following material sets forth the highlights of the programs involved and 
demonstrates the need for provision of additional funds in the current fiscal year. 


LICENSING OF NON-FEDERAL HYDROELECTRIC PROJECTS 


The $30,000 requested for this activity will enable the Commission to begin 
its planned acceleration of the processing of licensed project applications during 
the fourth quarter of the 1955 fiscal year. 

The backlog of license applications involving new generating capacity has been 
growing each year and would continue to grow if additional manpower were not 
made available. New capacity in pending applications grew from 4.4 million 
kilowatts at the close of fiscal 1952, to 8 million in 1953 and 11.6 million at the 
end of fiscal 1954. 

In terms of increased performance, provision of the additional funds will result 
in completion of 1 more permit application, 1 more major license application, 
and 1 more application for amendment of license, all involving new generating 
capacity, and 1 more hearing case, than can otherwise be accomplished during 
the current year. 

More important, however, is the fact that this small amount will permit earlier 
recruitment and training of the additional personnel, contemplated by the 1956 
budget, necessary to the accomplishment of the 2-year program to eliminate the 
backlog of license applications, so that the Commission may have that program 
in full-seale operation at the start of fiscal 1956. 
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REGULATION AND SURVEYS, NATURAL GAS INDUSTRY 


On June 7, 1954, the United States Supreme Court handed down a decision 
in the Phillips Petroleum Co. case. This decision held that all sales for 
resale in interstate commerce of natural gas for ultimate public consumption are 
subject to the jurisdiction of the Federal Power Commission and that the exemp- 
tion found in section 1 (b) of the Natural Gas Act relative to production or 
gathering does not attach to such sales for resale. Thus, the Court’s decision 
holds that a large number of individuals and corporations engaged in the produc- 
tion, gathering and sale of natural gas to long-distance interstate pipeline com- 
panies are subject to the jurisdiction of the Commission. 

Until the Phillips decision, the Commission was charged with the regulation 
of approximately 120 corporations engaged in the transportation and sale of 
natural gas. According to a recent survey made by the Commission, more than 
6,000 of the so-called independent producers sold natural gas to interstate pee 
line companies in the fiscal year 1954, and it is evident from information available 
to the Commission that a very large proportion of such producers are natural-gas 
companies within the meaning of that term in the Natural Gas Act. The Com- 
mission has no alternative but to carry out the law as interpreted by the Supreme 
Court and, therefore, is taking positive steps to implement the Court’s decision. 

The tremendous increase in workload applicable to rate schedule filings alone is 
indicated by the fact that as of March 1, 1955, there had been received about 
10,000 rate schedule filings from 2,007 independent producers. Furthermore a 
number of these filings involve rate increase proposals which will require field 
investigation and formal hearings. It is physically impossible, with the present 
manpower, to take on the additional large-scale effort which is required to imple- 
ment the decision of the Supreme Court and carry out the regulatory obligations 
of the Commission to see that all rates for sales of natural gas for resale in interstate 
commerce are fair, reasonable, and nondiscriminatory. 

As far as activities in connection with certificates of convenience and necessity 
are concerned, the regular certificate workload (i. e., excluding applications of 
independent producers) has exceeded in the first 6 months of fiscal 1955 the com- 

arable certificate workload experienced in the first 6 months of fiscal 1954. 
hrough December 31 in the current fiscal year 151 regular certificate applications 
had been filed as opposed to 129 in the comparable period of the previous year. 

Added to the regular workload, by the Supreme Court decision, are the certifi- 
cate applications of the independent producers which, through November 30, 
totaled 4,381 in number, including 3,967 for existing facilities and 414 for new 
facilities. Final figures are not available for these filings through December 31, 
but they approximate 5,600, in total. 

The manpower requested for natural-gas activities in this supplemental request 
would be added during the fourth quarter and will permit the Commission to make 
some progress toward coping with the phenomenally increased workload before 
the end of 1955 and to utilize to greater advantage the increased funds proposed 
for this activity in 1956. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


Mr. Tuomas. When the NACA was before us on February 10 in 
connection with their 1956 budget, we went into their need for an 
additional $300,000 for the current fiscal year. The NACA has also 
submitted a statement in justification of their supplemental request. 

Mr. Reporter, insert in the record at this point the NACA section 
of House Document 88 and their general statement in support of the 
request. 

(The matter referred to is as follows:) 





“NATIONAL ApvisoRY COMMITTEE FOR AERONAUTICS 
““SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses,’ $300,000.” 

This proposed supplemental appropriation is needed to provide funds for 
increasing the Committee’s staff in order to permit additional research in fields 
ff critical military importance. This work should be initiated promptly in an 
effort to assure timely solution of problems affecting successful development of 
military aircraft, guided missiles, and their powerplants. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS—SUPPLEMENTAL ESTIMATES 
or APPROPRIATIONS, FiscaL YEAR 1955 


GENERAL STATEMENT 


The NACA’s regular estimates of appropriations for the fiscal year 1956 
provide for the employment of 860 additional employees to complete the staffing 
of the three unitary plan tunnels coming into operation at the Langley, Ames, 
and Lewis Laboratories and to permit an acceleration of research effort in certain 
critical fields of research of vital importance to the military services. Supple- 
mental funds in the amount of $300,000 are being requested for the fiscal year 
1955 to permit a substantial saving of time in the buildup to the level of effort 
proposed for the fiscal year 1956 by allowing an increase in staff of 430 employees 
to be undertaken during the last quarter of the fiscal year 1955. 

The nature of current problems in research fields of critical military importance 
was reviewed during hearings on the NACA’s regular 1956 estimates. The need 
for an expanded research effort was discussed in detail and may be summarized 
as follows: 


Need for an expanded research effort 


The factors determining the rate at which the NACA should conduct research 
are at present related almost entirely to the NACA’s responsibility to military 
aviation. The magnitude of the NACA research effort very largely determines 
the quality and success of advanced prototypes of military aircraft. Any attempt 
to keep ahead of foreign military aircraft performance by constructing prototypes 
beyond the range of existing research information would be more costly than by 
first providing adequate research information. 

The NACA at its meeting on July 15, 1954, critically reviewed the position of 
its scientific research programs and concluded that a more intensive effort is 
necessary. Current foreign progress in military aeronautics discloses a substan- 
tial acceleration in technology. We appear to have a good lead at present and 
can keep it by vigorous attack on research problems already before us to insure 
early exploitation of results in practical applications by the armed services and 
the industry. 

Briefly, the important facts are: 

Research needs of our immense air program are critical. Unit costs of research 
projects have increased while unsolved questions before NACA have multiplied. 
Problems created by supersonic flight and atomic energy are also more complex, 
interrelated, and difficult. 

The recent trend toward leveling off the funds appropriated for scientific 
research in aeronautics is forcing the NACA to defer basic investigations of great 
potential value. 

The Committee believes it to be dangerous to retard scientific research at this 
time and to risk early obsolescence of the Nation’s air forces. We should now be 
stockpiling research results and engineering data as well as strategic materials and 
weapons. 


Personal services 


The supplemental funds will permit 430 additional employees to be hired 
during April, May, and June, 1955. The $300,000 reauested for this program 
includes $7,000 for the Government’s contribution to the costs of group life 
insurance and costs under the Federal Insurance Contributions Act. 





Wenpnespay, Marcu 9, 1955. 
FEDERAL COMMUNICATIONS COMMISSION 


Mr. Tuomas. The committee has considered a number of supple- 
mental items in connection with the supplemental bill and we have 
just received an estimate from the Federal Communications Com- 
mission in the amount of $85,000, which is contained in House Docu- 
ment 106. The committee is already aware of the situation as it 
was developed in the hearings on the 1956 budget the other day. 

Mr. Reporter, will you insert at this point a letter of justification 
to the committee. 


(The letter referred to is as follows:) 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., March 9, 1955. 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittce, 
Committee on Appropriations, 
House of Representatives, Washington 25, D. C. 

DEAR CONGRESSMAN THOMAS: The Federal Communications Commission has 
been informed that the President has transmitted to the Congress for the Com- 
mission a supplemental estimate of appropriation in the amount of $85,000. In 
this letter I would like to outline in general terms the situation which requires 
submission of this estimate and to suggest that my staff will be available at any 
time to supply to the Committee or its staff any and all information required 
in this connection. 

The problem facing the Federal Communications Commission can be very 
briefly stated: While our problems and workloads have been increasing in num- 
ber, magnitude, and complexity, the staff available to the Commission has been 
declining steadily. Our staff is numerically at its lowest level since before 
World War II and under the appropriation available this year, we must lose 
many more employees by June 30. At the end of fiscal year 1948, we had 1,348 
employees. At the low point in 1953, we were down to 1,070. Under special 
funds made available in 1954, we staffed up to 1,115. We are now down to 
1,036 and must drop to about 996 by June 30. These figures exclude a few em- 
ployees engaged in reimbursable projects. In terms of average employment, our 
1954 appropriation financed an average strength of 1,075 employees. Our current 
appropriation will finance an average employment of 1042. Incidentally, our 
1956 budget provides for an average of only 1,030. 

I noted above that we must reduce our staff by about 40 more employees by 
June 30. This fact raises problems which cause the Commission deep concern. 
As you know, we had hoped that attrition would balance our books and had 
made our plans accordingly. It now appears very doubtful whether attrition will 
do so. As we pointed out in our testimony before you with respect to our 1956 
budget, a reduction-in-force this late in the year would do great harm and would 
have to be extremely drastic to produce any substantial savings. We, therefore, 
must face the prospect of one or two payless days for all employees late in June. 
In any event, the number of employees available to handle the Commission’s 
ever-increasing workloads must decline to the lowest level experienced since 
before World War II. 

To show you what all this means in terms of effects on programs I would like 
to describe the situation confronting us in the several programs for which the 
Commission is responsible. As you know, one of our basic programs is that 
group of activities which we call Applied Technical Research and Frequency 
Allocation. As you can readily appreciate, there are extremely complicated 
technical problems involved in our work. To gather and study radio propaga- 
tion information and to advise the Commission with respect to the utilization 
of the radio spectrum, we have a staff of only 21 employees in the Technical 
Research Division. Our laboratory, which has only 14 employees, makes engi- 
neering tests and studies of various pieces of technical equipment and transmis- 
sion systems and advises the Commission with respect to such matters. 

The other half of this category of activities we call frequency allocation work. 
This involves keeping detailed and exact records of the assignments and uses 
of frequencies and notifying the international agency of our frequency assign- 
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ments in this country, in order to protect the user and the public from interference 
or conflict by foreign users. As the numbers of users of radio frequencies have 
increased throughout the world, the problems and work involved in this opera- 
tion have increased tremendously. It is vital to this country and to present 
and prospective users of radio frequencies that our frequency allocation work 
be done properly and promptly. However, here too, available staff has steadily 
declined. 

Now let me describe briefly the situation in the broadcast field. With respect 
to television, although we have successfully accomplished one very important 
phase of the huge workload brought about by the lifting of the “freeze” and 
the subsequent flood of applications, there is still a tremendous amount of work 
to do. Many difficult cases still are ahead of us and the work will continue to 
be very heavy. One example—although so-called “subscription TV” has already 
caused us considerable work, hearings and subsequent studies will continue to 
require a great deal of staff time. 

In standard broadcast backlogs have begun to build up again, bringing to 
mind the large backlogs and long delays of several years ago. This situation 
is due largely to the fact that we have had to eut back our total broadcast 
manpower requirements drastically in 1955, further reduction would seriously 
aggravate our already serious problem. 

In the safety and special uses of radio, we are in substantially the same 
general situation as in television. Two years ago, we faced an overwhelming 
backlog and funds were made available to build up our staff in order to re- 
lieve the situation. Last year we were ab'e to become just about current in our 
application processing work and we entered the present year in reasonably good 
condition. The tight appropriation situation this year, however, will leave us 
with a very heavy backlog on June 30. 

In addition to the fact of increasing workloads and rising backlogs, there is 
also the important fact that problems are becoming much more complex in this 
field as the number of licensees increases. Keeping our rules in step with 
progress in these dynamic services is a constant problem but adequate staff 
work in rulemaking is vital to orderly and efficient discharge of our responsibili- 
ties. Although we face rising backlogs and ever more difficult problems in these 
services, we have had to cut personnel and further cuts will be necessary unless 
our money situation is improved. 

Approximately one-third of the Commission’s staff is engaged in field engineer- 
ing and monitoring activities which consist primarily of inspection of facilties 
and operations of Commission licensees, monitoring the radio spectrum, and 
giving operator examinations. The purpose of the first two activities is to 
determine whether licensees are observing the conditions under which their 
licenses were granted and to locate clandestine stations and sources of inter- 
ference to authorized operations. We must keep order among users of the radio 
spectrum. Interference must be reduced and held to a minimum. Those seg- 
ments of the Commission’s program having to do with the granting of licenses 
attempt to work out the maximum possible use of the radio spectrum in terms 
of rules and conditions of licenses. It is the purpose of our field staff to achieve 
and preserve order in the uses of radio frequencies by inspections and monitoring. 
The value of this part of the Commission’s program cannot be overemphasized. 
Here also we have made every effort to reduce our staff and still do the neces- 
sary job. The simple fact is, however, with present and projected staff we can 
do only a small part of the necessary inspection job and our monitoring work, 
already greatly curtailed in recent years, is in danger of complete collapse. 

As I have indicated, the field staff of the Commission gives examinations for 
the many classes of operators who must be licensed. Last year 70,000 operator 
examinations were given. This is a major operation and requires a considerable 
portion of the time of the Commission’s field staff. It is, however, absolutely 
necessary work which cannot be further reduced in the interest of the Nation 
and the industry. 

With respect to our common carrier regulatory responsibilities, I want to make 
two brief observations. As you are well aware, our communications common 
carriers are extremely large and complicated business. And they are staffed 
with adequate numbers of extremely competent professional people. The prob- 
lem facing the FCC is illustrated by pointing to the simple fact that to handle 
Federal regulatory problems in interstate and international telephone and tele- 
graph communications, we have a staff of only 103 people. In this area, as in 
most of the other functions of the Commission, the numbers of employees avail- 
able under the appropriations have been reduced steadily for the past few years. 
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It is our strong conviction that we cannot be expected to do even a passable job 
in this field with any further reduction in personnel. 

Then we have our executive, staff, and service activities. These include the 
Offices of the Commissioners, Administration, Chief Engineer, General Counsel, 
Reports and Information, Chief Accountant, and the Commission’s Secretary, 
These units provide not only the central service functions of the Commission 
but also include the top policy making and technical advisory personnel. Most 
of these offices have been reduced and are getting along on skeleton staffs. The 
exception is the Office of the General Counsel which has been faced with very 
substantial increases in litigation work in the last year or so. We have had to 
increase the size of the General Counsel’s staff and further expansion will be 
necessary to keep pace with increasing litigation. This increase stems primarily 
from the fact that practically all unsuccessful applicants for TV stations carry 
their cases to the courts. Apparently they feel that they have already spent 
so many thousands of dollars that they might as well spend the relatively small 
additional amount necessary to get another chance in the courts. Actually 6 
of the first 8 unsuccessful applicants have taken their case to the courts. 

I think that I should also bring to your attention the fact that a tremendous 
amount of the Commission’s time, especially at top levels, is required on matters 
of a vital nature to the defense of this nation. Most of these are things which 
can not be spelled out quantitatively in any budget but we had better all be 
cognizant of this situation. “Pennywise and pound foolish” is certainly appli- 
cable in this sphere of activities of the FCC. 

The obvious question arises as to why we cannot resolve our severe staff 
problems by diverting funds from other objects such as equipment and supplies 
and materials. The answer to this is twofold: First, we have already planned 
on reductions in the other objects categories to the point where efficiency and 
economy suffer and second, postponement of needed purchases until next year 
is not possible because our 1956 budget is also extremely tight. 

It is our estimate that a supplemental appropriation in the amount of $85,000 
would take care of our immediate crisis. This amount would level off our staff 
at about the present number, which number is almost exactly the staff we can 
finance with the 1956 budget allowance. I want to make it clear that this sum 
does not provide for any improvement in our situation. As a matter of fact, 
even with present staff backlogs will continue to climb and much highly desirable 
work will go undone. This amount of money would simply take care of the 
immediate and extremely acute crisis facing the Commission at this time. 

On behalf of the Commission, I respectfully urge favorable consideration of a 
supplemental estimate of appropriation in the amount of $85,000. 

Sincerely yours, 
Grorce C. McConNAvUGHEY, 
Chairman. 
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SUBCOMMITTEE ON PUBLIC WORKS APPROPRIATIONS 


CLARENCE CANNON, Missouri, Chairman 


LOUIS C. RABAUT, Michigan GLENN R. DAVIS, Wisconsin 
MICHAEL J. KIRWAN, Ohio BEN F. JENSEN, Iowa 
JOHN E. FOGARTY, Rhode Island JOHN PHILLIPS, California 
FRED MARSHALL, Minnesota H. CARL ANDERSEN, Minnesota 
JOHN J. RILEY, South Carolina T. MILLET HAND, New Jersey 
JOE L. EVINS, Tennessee JOHN TABER, New York 
EDWARD P. BOLAND, Massachu- 

setts 
JAMES C. MURRAY, Illinois 


Monpay, Frpruary 21, 1955. 
DEPARTMENT OF THE INTERIOR 


SOUTHWESTERN PowER ADMINISTRATION 


WITNESSES 


TRUMAN GREEN, MANAGER, CENTRAL ELECTRIC POWER CO-OP, 
MISSOURI 

FAY MARTZ, MANAGER, NORTHWEST ELECTRIC POWER CO-OP, 
MISSOURI 

E. E. KARNS, MANAGER, WESTERN FARMERS ELECTRIC CO-OP, 
OKLAHOMA 

HENRY BLALOCK, SPECIAL ASSISTANT 


SUPPLEMENTAL APPROPRIATION PENDING CONSUMMATION OF CoN- 
Tract BETWEEN COOPERATIVES AND UtiLity COMPANIES 


Mr. Cannon. The committee will come to order. We will take up 
the request for a supplemental appropriation for the Southwestern 
Power Administration. 

We have Mr. Green from the Central Electric Power Cooperative 
with us and I will ask him to give us a statement on the need for 
these additional funds. 

Mr. Green, do you have mimeographed copies of your statement for 
the committee? 

Mr. Green. I am manager of Central Electric Power Cooperative 
with offices in Jefferson City, Mo., and I am giving my statement 
orally to begin with, mainly because I have to use a map to do so. 
A general explanation of this entire problem will follow, Mr. Chair- 
man. 

Mr. Cannon. You may proceed. 


GENERAL STATEMENT OF TRUMAN GREEN 


Mr. Green. At the risk of boring 1 or 2 of you who are quite 
familiar with this situation, I will go into a little detail to show what 
the problem is. 

In 1949-50, the rural electric cooperatives in western Oklahoma, 
and all through Missouri where our lines are today were in a bad 
situation for power both as to supply and as to rates or cost. 

The power supply situation got so bad, in fact, where many of these 
cooperatives were buying power from small municipal plants that a 
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number of them were even being cut off in their peak hours without 
any power. It became nearly impossible for these cooperatives to 
extend their lines further out to take in the rest of their area and to 
serve the rest of their farm loads because their was not enough power 
available to do so. 

So with that shortage of power in the places where we needed it, 
and also the higher cost to get it there, we had to build these trans- 
mission lines shown on the map. 

These smaller lines on the map are 69,000-volt transmission lines, 
and each dot represents a substation at which point power is taken 
off by these rural distribution cooperatives and then distributed to 
the farm homes. 

After studying all the possibilities, we finally dechted to enter into a 
contract with SPA which would integrate the hydro facilities of the 
Government and the facilities of all the AT’s in Missouri and Okla- 
homa. This was a very economical plan for both the cooperatives 
and the Federal Government. Based upon those contracts we bor- 
rowed the money to build our part for the contract. SPA built 
transmission lines to interconnect the dams and with our systems. 
Our systems are already interconnected with the Government’s. 

The Southwestern Power Administration built those lines to inter- 
connect the dams so that they could get diversity between watersheds 
and to interconnect with us. 

By intermingling these same plants we built with the hydro from 
these dams we came to the most economical type of power we could 
get in the area, which was absolutely essential, for us to build out to 
these further ends of the rural loads. 

Most of the area first served by the cooperatives was thickly settled 
but the other remaining territory was thinly settled and expensive to 
get to with electricity. 

A contract was entered into by five generation-transmission co- 
operatives with the Federal Government and we have lived up to our 
part of this contract. 

Western Farmers Electric Cooperative serves the western half of 
Oklahoma, Northwest Electric Power Cooperative serves in north- 
western Missouri and part of southern Iowa with a 40,000 kilowatt 
generating plant at Missouri City and as 161 kilovolt line from the 
plant to Bull Shoals dam in Arkansas. 

Central Electric Power Cooperative serves in north central Missouri 
with a 15,000 kilowatt generating plant at Chamois, Mo. This plant 
is interconnected with Norfolk hydro plant in Arkansas by a 161 
kilovolt transmission line owned by Central. 

The light blue line on the map is Sho-Me Power Corp., which buys 
power from the same facilities. 

The red lines on the map are the KAMO Electric Cooperative, which 
gets power at Springfield and Clinton from the line owned by North- 
west. 

Central, Northwest, Western Farmers, Sho-Me and KAMO leased 
all these transmission facilities to SPA. Our steam generation was 
purchased by SPA and integrated with the Government’s hydro 
power. SPA was to operate our lines and sell us all of our power for 
40 years. SPA was to pay us enough for our power and for the use 
of our lines so we could meet our debt service to REA. 

The reason that these contracts were entered into at that time 
was because we needed an integrated system to operate these stations 
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together and spreading the cost of our facilities over the entire rate 
structure of the Southwestern Power Administration which brought 
what we call the postage-stamp rate to all of us. 

At the time these contracts were made, SPA had a revolving fund 
of $300,000, I believe, which was simply a working capital fund 
derived from the revenues of selling all this power. This revolving 
fund was replenished from SPA power sales. From this fund SPA 
would have paid all the expenses of operation and leasing our lines. 

A year or so later the Congress decided that this rev olving fund 
might have unlimited uses, so it decided to make direct appropriations 
to SPA for cost of operating these facilities, and then all the revenues 
would go directly to the Treasury. 

Consequently, after these contracts were signed and we had our 
facilities nearly all built and ready for operation, we found that SPA 
no longer had a revolving fund with which to meet the costs of operat- 
ing the contracts. 

In 1953, fiscal 1953, we got started operating these systems. SPA 
took over for operation those facilities which had been completed 
and had appropriated at that time $1 million which was to be used 
to pay the leases and for purchasing our steam power. We just got 
started in the first part of that fiscal year. 

The next fiscal year we had an appropriation made. However, it 
restricted SPA so that none of the funds could be used for implemen- 
tation of our contracts but be used to pay wheeling and some other 
costs of private companies in Oklahoma and Texas. Also it was 
urged on us that we should start making some other arrangements 
that would make us independent of the Government in the operation 
of our lines so we could operate them ourselves and be self-sufficient, 
or more or less on our own. 

We started negotiations with private utility companies a little over 
a year ago, about 15 months ago, and we have been negotiating 
ever since, 

Last year, when we testified before this committee, it was the 
Interior subcommittee, we testified that we needed some interim 
funds, stopgap funds, to help get us by the bad situation we were 
left in by the failure of the Government to implement its contracts 
with us. 

By the time we take over all the debt service and operating costs 
of these lines on our own and on an individual basis, and they were 
never constructed to be operated this way, we just couldn’t make the 
grade without the sale of some of our surplus power to SPA and also 
revenue for wheeling some power over our facilities to SPA customers. 

We desperately needed this business with the Government to help 
us with the heavy burden left on us and to help us stay solvent, at 
least we needed it until we got some permanent arrangement. 

Congress last year appropriated for this purpose but limited it to 
8 months which expires next week, February 28. 

We have been diligently negotiating with these companies since 
that time. 

I would like to tell the committee briefly what our central co- 
operative has done up in here to make some other arrangements. 

We have been negotiating with the Union Electric Co. and Missouri 
Electric Co. ia our area. with the thought in mind that we could work 
out some form of integration with them which would be of mutual 
benefit to them and to us, and to integrate hydro power through a 
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contract with the SPA. By intermingling our steam, Government 
hydro and the integrating of companies’ generation and by these 
systems we could cut our costs. 

We have not come to any conclusive, satisfactory solution as yet. 

s would like to point out to the committee the immensity of this 
thing. 

These five G. & T. cooperatives shown here on the map have 
borrowed from the Government through REA $70 million to build 
these facilities. The security of these loans was based on a contract 
with the Government. 

Since the contracts are now inoperative, or put to sleep, so to speak, 
we are saddled with an enormous investment which without the con- 
tract we would not have had and now left without much arrangement 
to get it back, or to pay the Government for it. 

It doesn’t stop with that $70 million. In the meantime all these 
distribution cooperatives, of which there are about 50 in these areas, 
these distribution cooperatives, when they heard through the G. & T. 
cooperatives that they were going to get better rates, they went to 
REA and borrowed funds to extend all their lines to take power out 
to those last farmhouses down the road, based on the rates we expected 
to get through the SPA contracts. 

So the distribution cooperatives have borrowed money on the order 
of nearly $300 million themselves, which they are now obligated to pay 
back expecting to get low cost power at these points. 

Now, then, if we don’t give them low-cost power they are in a 
precarious position. It jeopardizes their loans and it snowballs to the 
point where everybody is in jeopardy to pay back the Government 
what they borrowed based on contracts that we thought were going to 
work. 

Now we have lost another thing. By breaking the G. and T. coop- 
eratives up into separate little pieces here we lost something else. 
These steam plants of the G. and T.’s, were to be all integrated 
through this backbone transmission line of the SPA and our trans- 
mission lines with the dams, all as one unit, or into one integrated 
system. 

Here is where we lose tremendous value and use of facilities by not 
having integrated facilities. The plant of Northwest has 2—20,000 
kilowatt units in it. By itself there is only 1-unit firm, because you 
have always to have 1 unit as a spare. 

Central’s plant has one unit and we have no spare unit now. We 
have to depend on the dam to firm up our unit when it is down for 
repairs. 

Western’s plant has two 15,000 kilowatt units, of which one is firm. 
Separately only half the capacity is firm. 

By tying these plants together through a contractual arrangement 
we can have firm capacity of all the units with only one unit as stand- 
by for all three plants-and pick up around 35,000 kilowatts that we 
haven’t got separately, which is worth nearly three-quarters of a 
million a year. 

So by breaking this up into pieces we lose, SPA loses, the Govern- 
loses, somebody loses three-quarters of a million dollars a year, which 
over the term of our 30-year loan or so is a tremendous amount of 
money to help pay these loans back. 

By breaking this up in pieces that is what somebody loses. 
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That is the overall picture. I would like, while we are on this 
thing, to ask if anybody has any questions before we go into our 
negotiations with the private utility companies. 

There might be some questions up to this point. 

Mr. Cannon. Are there any questions from the members of the 
committee? 


POWER SUPPLY IN THE SOUTHWEST AREA 


Mr. Taser. The source of your supply is not clear. You receive 
hydropower from the Bull Shoals Dam and the Denison Dam. Is 
that right? 

Mr. GREEN. Yes, and the other associate dams, Norfork Dam and 
Fort Gibson Dam down here, two which recently have been con- 
structed. 

Mr. Jensen. And Table Rock Dam. 

Mr. Taser. That is still in the future. 

Mr. GREEN. Yes; 1959 or 1960. 

Mr. Taser. Four years from now? 

Mr. GREEN. Yes, sir. 

Mr. Taser. Bull Shoals is in, is it not? 

Mr. GREEN. Yes, sir. 

Mr. Taser. Is it operating? 

Mr. GREEN. Yes. 

Mr. Taser. Is Denison operating? 

Mr. GREEN. Yes. 

Mr. Taser. What about the other two? 

Mr. Green. Norfork is operating and Tenkiller Ferry is operating. 

Mr. Taper. Tenkiller is operating? 

Mr. Green. Yes, sir; and Fort Gibson, too. These two are both 
in now. 

Mr. Taper. That is the hydro set-up? 

Mr. GREEN. Yes, sir. 

Mr. Taser. You have steam plants as indicated by the marks on 
the map, for example, one in Oklahoma? 

Mr. GREEN. Yes, sir. 

Mr. Taper. You have plants where those two marks appear in 
Missouri. Is that right? 

Mr. Green. That is right. 

Mr. Taser. Are those the entire sources of power for your organ- 
ization? 

Mr. Green. That is the entire source to SPA in the interconnected 
system. 

Mr. Taser. For SPA? 

Mr. GREEN. Yes, sir. 

Mr. Taser. What about these others? 

Mr. Green. In the cooperatives, too. 


CAPACITY AND ENERGY AVAILABLE TO SPA FROM FEDERAL HYDRO- 
ELECTRIC PROJECTS 


Mr. Taser. How much capacity has Bull Shoals? 

Mr. Green. 160,000-kilowatt capacity. 

Mr. Taser. Primary capacity, you mean? 

Mr. Green. That is the installed capacity of Bull Shoals for which 
it will put out about 200 kilowatt-hours a month, of which there are 
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730 hours a month. It will pull 160,000 kilowatts for 200 hours a 
month, which is a little less than 29 percent off the total month. 

So you have a high capacity but not enough water to run it all the 
time. 

Mr. Taper. How much of the time does it run? 

Mr. Green. About 29 percent. 

Mr. Taser. How much capacity has Norfork? 

Mr. Green. It has 70,000 kilowatts. 

Mr. Taser. What type of water supply? 

Mr. GreeEN. It is less than Bull Shoals, about 19 percent. 

Mr. Taser. About 19 percent, you say? 

Mr. GREEN. Yes. 

Mr. Taser. How much has Denison? 

Mr. GREEN. 70,000 kilowatts. 

Mr. Taser. How much is that able to run? 

Mr. Green. They are all in about the same category for production 
of power. About 23 percent for this project. 

Mr. Taser. 23 percent? 

Mr. Green. Yes, sir; about 23 percent. 

Mr. Taner. What is the production of the other two? 

Mr. GREEN. It is 30,000 capacity each, sir. 

Mr. Taser. How much are they able to run? 

Mr. Green. They are also in the same category. 

Mr. Taser. About 20 percent? 

Mr. GreEN. Maybe a little less. Some of them are a little better 
and some a little less. The average of all of them is a little less than 
25 percent. 

Mr. Taser. Has there been any substantial change in the produc- 
tion capacity since the construction of these lines? 

Mr. GREEN. Yes, sir. 

Mr. Taser. How much? 

Mr. Green. It has been a reduction in the hydro capacity due to 
the drought condition of the past 2 years. The above figures have 
accounted for the drought. The way they figure capacity of the 
water available to generate power is apparently from the streamflow 
records of the number of years which the Army engineers, no doubt, 
have full records on. 

Last year a new minimum streamflow was cut, which cut back the 
firm water, or the dependable water that you can figure on every year 
in existence. 

Up until that last year they figured these dams combined could 
operate about 29 percent of the time on primary load, or firm load. 

Now it is cut back to about 25 percent of the time due to the new 
low-water condition. 

Mr. Taser. With the present flow condition it seems that you 
have about 50,000 kilowatts of firm hydro power. 

Mr. Green. No, there are about 461,000 kilowatts of dependable 
capacity in all those dams. 

Mr. Taper. That is the gross capacity? 

Mr. Green. That is the dependable capacity on the SPA inter- 
connected system. ‘The total installed capacity is 554,000 kilowatts. 

Mr. Taper. If they were running full the whole time? 

Mr. Green. Yes, sir. 





Mr. Taper. You are able to produce about 20 to 25 percent of that? 

Mr. Green. They have enough water to run about 25 percent of 
the time at that capacity at that rate. 

Mr. Taper. That means an overall production of about 92,000 kilo- 
watts. 

Mr. Green. If you ran them all the time; yes. You would have 
to reduce the capacity. 

Mr. Taser. You would have to reduce it? 

Mr. GreEN. You would have to reduce your rate of output to run 
it longer. You either run it a short time at a high rate, or you run 
at a low rate for a longer time. That is all the water you have. 

Mr. Taser. How much would you get? Is that estimate of mine 
of 50,000 right? 

Mr. Green. No, sir. 

Mr. Taser. Is that low? 

Mr. GREEN. In areas the capacity of hydro is so much more valu- 
able at the high rate and less usage, for this reason. 

Any hydro unit can be started in a period of about 5 minutes or 
less and be on the line generating electricity in about the same time. 

Due to the loads each day, peak loads as they come on the systems, 
the hydro comes in and carries the peaks, for the very simple reason 
that the unit can be started very quickly, be up and carrying a load, 
and after you run it 2 or 3 hours during this peak load you can shut it 
off very easily and very cheaply and store water in the reservoir. 

A steam plant takes 2 or 3 hours to just get up steam, and con- 
sequently it is not economical to start a steam plant and run it for 
just peaking purposes a few hours a day. 

Mr. Taner. How many hours a day could you generate 92,000 
kilowatts? 

Mr. Green. If you put out only the approximately 90,000 kilo- 
watts you could run it every day, every hour in the day, for the whole 
month, if that is all you put out. 

Mr. Taser. You mean you could use part of this for your peak 
load and thus to better advantage? Is that the idea? 

Mr. Green. Let me try to explain it a little more clearly perhaps. 
During the peak hours of the day on these systems you have a peak 
load for only, say, 6 hours of the 24 hours. That is when you are 
really up on the high peak, say when night comes and everybody’s 
lights are on. That is the time of peak use of electricity for us. 

Now the second you use it you have to generate it. You cannot 
store it. So you have to have enough generating capacity running at 
that very minute to produce enough electricity to meet the demand 
at that time. Hydro units, since you can start them and stop them 
easily, and can run them just a few hours a day and then shut them 
down all the rest of the hours of the day, they are so much more 
valuable for that purpose than steam, because steam is so much more 
economical, running constantly, full load, day and night. That is the 
cheapest way to run the steam, because you get steam up on a boiler 
and you are a long time losing that heat. When you shut it down 
you have all that heat in the boiler that you lose. 

On water that is not true because of the short period it takes to start 
and stop one of those turbines. 

So the value in this entire system is for the peaking capacity and the 
way it works in so that then we can base load these steam plants, 
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Right now we are running these steam plants about full load, 24 


hours a day, every day, just as wide open as they will go. 


peaks we start up the hydro units. 
Mr. Buatock. We can submit the exact figures and give you the 

exact situation with respect to those dams. 
(The information referred to is shown below.) 


On the 


Capacity and energy available from Southwestern Power Administration from Federal 


hydroelectric projects in the Southwest 


AVERAGE WATER YEAR 





Name of project 


Installed ca- 
pacity, 
kilowatts 





SPA interconnected system: 
Denison - 
Norfork i 
(OEE 
Fort Gibson 
Tenkiller Ferry- bie 
Blakely Mountain - 


| A 
Isolated projects: 
Narrows 
Whitney 
TOGM...<ts ‘. 


Grand total 


70, 000 
160, 000 
45, 000 
34, 000 
75, 000 


454, 000 | 
17, 000 | 
30, 000 | 

7, 000 | 


Dependable 


eapacity ! 
kilowatts 


60, 000 
110, 000 
45, 000 


28, 000 | 
75, 000 | 


378, 000 | 


14, 000 | 


23, 000 
37, 000 


— = —>————— — —=| 
501, 000 | 415, 000 | 
| | 


Primary 

|} energy, 

| millions kilo- 
watt-hours 





94 
839 


18 
33 | 
51 


890 


| 





WORST WATER YEAR OF RECORD? 





SPA interconnected system: 


Denison tide cee 
Norfork > a eee asieiniante 


Bull Shoals-_-_-- 
Fort Gibson 
Tenkiller Ferry 
Blakely Mountain 


Tolei......< 

Isolated projects: 

Narrows.-_.- 

Whitney --.-. 
he ian: 


Grand total 


70, 000 
160, 000 
45, 000 
34, 000 
75, 000 | 


‘ | 70, 000 
| 
| 
/ 


454, 000 | 
— — zT 
17, 000 | 
30.000 | 


47, 000 | 





501, 000 | 


60, 000 


60, 000 | 


160, 000 


45, 000 | 
34, 000 | 
75, 000 | 


14, 000 


378, 000 | 


23, 000 | 


37, 000 


Other energy, 


millions 
kilowatt- 
hours 


Reservoir 
power 
storage ca- 
pacity, 
millions kilo- 
watt-hours 2 














| Dependable capacity—the load carrying ability for the time interval and period specified when related 


to the characteristics of the load to be supplied. 


Glossary of Terms). 


Dependable capacity of a station is determined by such 
actors as capability, operating power factor and portion of the load which the station is to supply (FPC 


2 Based upon 80 percent efficiency of the generating units. 
3 Includes the drought effects of 1954. 


Mr. Taser. Will you give me the total steam capacity of the one 


on the right? 


Mr. Green. That is Central Electric Power Cooperative, 15,000 


kilowatts. 


Northwestern Electric Power is 40,000 kilowatts. 

Mr. Taper. And in Oklahoma? 

Mr. Green. Western Oklahoma is 30,000 kilowatts. That is a 
total of 95,000 kilowatts installed steam capacity of the C. and T. 
cooperatives. 
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Mr. Taser. Are these all REA cooperatives? 
Mr. Green. Each plant belongs to its own cooperative in its area; 
yes, sir. 


BACKGROUND OF POWER PROBLEM IN THE SOUTHWEST 


Mr. Jensen. Mr. Chairman and members of the committee, I am 
sure all of you know that I have been on the Interior Committee for 
the past 12 years, and we have been struggling with this problem for 
the past several years. 

I think it is very necessary at this time if you will just bear with 
me for a few minutes to fill in and in a way supplement what Mr. Green 
has just told you about this matter. 

I think the quickest way I can do it is to give you a little history of 
this power deal with the co-ops rather than by asking questions. 

If | should make a mistake please correct me, Mr. Green. 

Mr. Green has been on this job for many years, and he is very 
familiar with the problem. 

Mr. Puruurps. Will Mr. Green identify himself? 

Mr. Green. I am manager of the Central Electric Power Coopera- 
tive which owns this plant. I live at Jefferson City, Mo. 

So you will also know who these other gentlemen are, Mr. Elbert 
Karns is manager of Western Farmers Electric Cooperative which 
has a plant at Anadarko, Okla. 

Mr. F. A. Martz is manager of Northwestern Electric Power 
Cooperative which has a plant located at Missouri City, Mo. His 
offices are in Cameron, Mo. 

Dr. Henry Blalock works for us on these integration matters and 
power stations. 

Mr. Jensen. Mr. Blalock was with Southwestern Power. 

Mr. Green. Yes, up until about a year ago Dr. Blalock worked 
here in the Interior offices for the Southwestern Power Administration. 
I believe he was with them 6 or 8 years. 

Mr. JENSEN. We have no law on our books which permits South- 
western Power Administration to build steam plants. The basic 
purpose for multipurpose projects in this area, as in all other areas, is 
to furnish flood control and irrigation, navigation, and then, of course, 
to use the power for revenue. It is the greatest revenue-producing 
part of most all multipurpose projects such as these are. 

A number of years ago someone got ambitious in the Department. 
They were very active in working with the REA’s which by that time 
had been convinced that they should all join hands into a super co-op. 
It was about 5 years ago, was it not? 

Mr. GREEN. Since about 1949, Mr. Jensen. 

Mr. Jensen. The co-ops applied for loans from REA to build these 
miles upon miles of transmission lines and steam plants. The loans 
were approved by the REA, and they became greatly indebted 
because of the building of these many thousands of miles of power 
lines, transmission lines and steam plants. 

After that the Southwestern Power Administration induced this 
super co-op organization to sign a contract to get power from the 
hydroelectric dams, which have just been mentioned. 

In that contract there was a proviso which says in about as many 
words, that at any time the Southwestern Power Administration so 
desires they could pay what the REA’s had invested in these trans- 
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mission lines and take them over. If they did let it run 40 years 
and the REA’s paid off all their indebtedness to the Government, 
then the Southwestern Power Administration could pay them $10 
and all of these lines would belong to the Southwestern Power 
Administration. 

We let them know in no uncertain terms that it didn’t appeal to 
the members of the Interior Subcommittee on Appropriations. 

They have been negotiating and trying to get contracts between 
the generating and transmission REA’s and the Southwestern Power 
Administration to integrate all of the lines, both the Southwestern 
Power and the REA lines. 

The REA’s, however, obligated themselves to such an extent that 
it was a difficult thing to meet the interest on their loans and at the 
same time to meet the payments under the contract to pay off the 
principal. 

How many kilowatts would the G. and T. need if all their needs 
could be met? 

Mr. Green. I don’t know, sir, unless we had some arrangements 
to use it and integrate it with the other systems. 

Mr. JENSEN. Because of the fact that the REA’s were not able 
to pay their interest charges and meet their payments, it was neces- 
sary for the Congress to appropriate money to the Southwestern 
Power Administration, who had agreed by contract to furnish power 
to these co-ops. 

Mr. Green. Let me correct one thing, sir. 

Mr. Jensen. All right. 

Mr. Green. There was about 70,000 kilowatts involved in the 
original contract of Central alone. They contracted to sell us that 
much power. 

Mr. JENSEN. Yes. 

Mr. Green. And there was about 40,000 kilowatts with the North- 
western Cooperative, and 30,000 kilowatts with Mr. Karns, of 
Western Farmers and the KAMO Cooperative had a contract for 
55,000 kilowatts. That makes up the total obligation of the Govern- 
ment to us. 

Mr. Taser. How much is that total? 

Mr. Green. 195,000 kilowatts. 

Mr. Jensen. How much had they agreed to give you of firm capac- 
ity and then peaking capacity? 

Mr. Green. The present load on one of our systems is about 37 
or 38 thousand kilowatts right now. Of course these other systems 
are involved which increases the amount greatly. 

Mr. Jensen. Allright. There are some details [ might miss and that 
is why I said at the outset that you straighten me out if 1 make any 
mistake. I want the record to be right. 

We appropriated for how many years? 

Mr. Green. This year and last year were under an interim ar- 
rangement. 

Mr. Jensen. Last year we appropriated for 8 months about 
$1,200,000. 

Mr. Green. $1,140,000. 

Mr. Jensen. What did we appropriate the year before? 

Mr. Green. The year before last year was $1 million, ot which very 
little was used because we weren’t ready to operate our systems. 

Mr. JenseN. You have used the $1,140,000 which we gave you 


~ee 


permission to use up to March 1 of 1955? 
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Mr. Green. Right. 

In order for Southwestern Power to live up to their contract with 
the co-op and to furnish the amount of power the contract provided 
it was necessary for them to purchase power from other sources. 
The low water supply in several of these dams had considerably re- 
duced their capacity so that it was necessary for the Southwestern 
Power Administration, to purchase power from the private utilities 
and from the REA’s at a price which was about 2 mulls higher than 
they had agreed to furnish the power in this contract to the co-ops? 

Mr. Green. That is right. 

Mr. JensEN. Which, of course, created a loss to the Southwestern 
Power Administration of some $200,000 last year and this year. 

Mr. Green. That is right. 

Mr. Jensen. They have been negotiating these contracts which 
are similar to the Texas contract. These are ones which the Texas 
Light & Power Cos. entered into about 4 years ago with the REA’s 
and Southwestern Power Administration and the record will show, have 
been good for all concerned, regardless of what anyone might say. 

It is the kind of contract which integrates all this power. The 
contracts are quite complex. It takes a mighty good engineer to 
understand them. 

That is the kind of contract that we are trying to negotiate both 
in Oklahoma and in Missouri. It will take all of the power, regardless 
of what kind of power it is, and put it into one system so the REA’s, 
Southwestern Power Administration, and the private utilities can 
work together to the advantage of all, by this integration of power. 
It is a power pool from which the power flows. 

Of course they have instruments, as you know, which tell them in 
a second how much power has been used from one system and another. 
It is not a difficult thing to determine who gets how much power and 
who shall be paid for it, and the wheeling charges. The wheeling 
charges are the thing that are very important. Wheeling this power 
over REA lines, private power over REA lines, Southwestern power 
over private lines, REA lines, and soon. All of that has to be worked 
out. 

I was informed today, Mr. Green, that it appears that they are very 
near to an understanding and agreement on this contract which is 
similar to the Texas contract which we have been trying to get worked 
out for these past several years. 

We hope, of course, that the contract will be negotiated and agreed 
to by all the parties concerned. If it is we are hoping that the amount 
at least that you feel you need to stay alive, Mr. Green, so to speak, 
will be greatly reduced, if not completely eliminated. 

There is very little this committee can do at this time because of 
this contract which is being worked on. It may be all worked out so 
the problem may be pretty well resolved. 

Of course, the REA has the power to give a 5-year moratorium on 
payments from local REA’s. We hope, of course, that it will not be 
necessary. 

All the money that we put into this thing, gentlemen, all the money 
we appropriate for Southwestern Power, adds to their load, to their 
responsibility, to their indebtedness. 

The Federal Power Commission right now is studying the rate 
structure in this area. I think you are paying 5%o mills per kilowatt- 
— for peaking power and about 7 mills for continuous power. Is 
that right? 
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Mr. Green. Just the opposite, sir. 

Mr. JENSEN. Yes; 7 cents for peaking power and 5.6 mills for con- 
tinuous power. 

Mr. Green. That is right, sir. 

Mr. Jensen. The more dollars we add to Southwestern Power’s 
indebtedness, the greater will be the rate which the Federal Power 
Commission will finally decide that the REA’s and other users of this 
hydropower must pay. 

Gentlemen, I felt that I did want to give you this fill-in. The fact 
of the matter is that someone was very ambitious to get control of a 
lot of power down in that area for Uncle Sam. There is no use of 
being mealymouthed about it at all. They induced the co-ops to 
borrow a lot of money, I don’t know how many millions altogether. 

What was the total amount, Mr. Green? 

Mr. Green. These transmission co-ops borrowed $70 million. 

Mr. Jensen. The other REA’s didn’t have too much to do with it. 

Mr. Green. The distribution cooperatives did not borrow these 
funds. Some of them are members of the GT’s. 

Mr. Jensen. Of course, all of us are happy that the farmers are 
getting power, but this thing has been a tough problem. We didn’t 
want to hurt the REA’s. We wanted them to get power as cheap as 
good business practices would warrant, but we wanted the REA’s to 
have control of their own business. They are well able to run their 
own business. We didn’t want Uncle Sam to finally take them over 
lock, stock, and barrel, as was the plan. 

I apologize to no one for what the Interior subcommittee did, and I 
am sure that Mr. Green is not too sorry about it, either, but it did 
leave a tough question to handle and to resolve. 

Do you want to fill in on anything I have said? 

Mr. Green. I would like to point out 1 or 2 things, Mr. Jensen. 

This money we are talking about today, I would like to point out 
clearly, most of this money, $650,000 of it, is for purchase of power 
by SPA from our steam plants. 

They buy it from us for 6.4 mills. In western Oklahoma’s case it 
is 6% mills. 

That is not a total loss to the Government. SPA turns around and 
sells that power to their customers for nearly that much, so the actual 
loss to the Government in this appropriation is relatively small. This 
appropriation will provide working capital for SPA. 

This gives SPA some funds to go out and buy some power, to turn 
around and sell it to its other customers, take that money and put it 
back in the Treasury. 

Mr. Jensen. But they lose on the transaction. 

Mr. Green. They buy it from the REA’s. We might as well have 
the whole story on the books. They buy the power from the REA’s, 
sell it to the REA’s and other people, and lose a little money on it. 

They do take some loss, especially the wheeling, $126,000. If they 
paid us to move it over all these lines, that is actually paid to us, then 
our general financial situation is this: with this money here, selling 
this to SPA as stated here, it lets us make our actual out-of-pocket 
acne, plus nearly 50 percent of our average annual debt service 
to . 

That is all we are making out of it. We are losing money, too. 
The only thing is that with this appropriation we lose less money. 
We just lose less. 
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CONSTRUCTION OF INTERCONNECTING LINES 


Mr. JENSEN. The private utilities now are building a lot of trans- 
mission lines in order to integrate all this power. Is that right? 

Mr. Green. Not yet, because there is no agreement yet. 

Mr. JensEN. They are building transmission lines right now so far 
as that is concerned, and they will build more? 

Mr. GreENn. Not to interconnect with us until we get these agree- 
ments worked out. That is why we are asking for some time and these 
interim temporary funds. 

Mr. JENSEN. You are building transmission lines? 

Mr. Green. No. We are through building lines. We have every- 
thing built. 

Mr. JENSEN. I am talking about the overall picture. 

Mr. Green. No. We are not constructing any lines. 

Mr. JensEeN. It will take possibly a year to get all these lines built 
to completely integrate this power, will it not? va 

Mr. Green. I am sure it will, yes, even after we get some arrange- 
ment to doit. It will take us a year to build it, and maybe a year and 
a half in some places. 

Mr. JENSEN. But you are gradually getting all your lines integrated? 

Mr. Green. We will when we get contracts with the private utili- 
ties to do it. We are already fully integrated with SPA. Those 
contracts are not signed or completed yet. We have not come _to_a 
satisfactory arrangement yet. 

Mr. JENSEN. But you are building? 

Mr. Green. No, we are not. 

Mr. Jensen. Aren’t you building any lines today? 

Mr. Green. No, sir. 

Mr. Jensen. When did you stop? 

Mr. Green. We were completed a year 

Mr. Jensen. Your whole system? 

Mr. Green. We stopped on our system a year and a half ago. 
Mr. Karns is finishing up 174 miles of his system now. 

_ JENSEN. I knew you were building lines. I didn’t know how 
much. 

I am trying to develop the truth about this whole thing and the 
facts. 

Mr. Puiturps. Do you mean you are building transmission lines 
for the distribution of power in your system or are you building lines 
connecting with other areas where you could interchange power? 

Mr. Karns. We are building not to interchange power but to 
serve one additional member cooperative. 

Mr. Puiuurps. That is an interchange, is it not? 

Mr. Karns. No; a straight wholesale proposition. 

I might add this—Western farmers, I have 11 member cooperatives 
who formed an organization to build a power plant and transmission 
facilities to make, generate, and transmit power to their load centers 
where they can pick it up. I am currently serving 10 of them. 

I got a loan December 31, 1954, from the REA which would enable 
me to serve the 11th member cooperative. 

Mr. Jensen. You are really building right now? 

Mr. Karns. That is right, but I am not building to integrate with 
any power companies because I have no contract yet. 
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Mr. JensEN. So your building program so far as individual co-ops 
are concerned, are not at a standstill just because this contract has not 
been signed. That is what I was trying to develop. 

Mr. Green. That is right. They are not standing still. But they 
are not building any facilities to integrate with the private companies 
as yet. 

FUNDS REQUESTED 


Mr. Jensen. What is your request? Let us get that pinned down. 
Do you know how much you will need to carry on for the balance of 
this year? 

Mr. Green. That is what we have shown on this sheet which has 
been passed around as our estimate. It amounts to a total of $780,000. 
These figures are based on our knowledge of past operation down there 
and what we think can be done. The amount of power we can wheel, 
the amount of power we can sell SPA, all that is shown on this sheet. 
That is all we are asking, for these funds for SPA to do business with 
us four more months. 

Mr. Cannon. We will insert your printed proposal into the record 
at this point. 

(The matter referred to follows:) 


JUSTIFICATION FOR SUPPLEMENTAL APPROPRIATION REQUEST FOR SOUTHWESTERN 
PowER ADMINISTRATION, MArRcH 1 THrRovuGH JUNE 30, 1955 


This supplemental request is for funds needed by SPA to wheel Government 
power over rural cooperative transmission lines and purchase thermal electric 
energy from the cooperatives to firm up Government hydro power required by 
the Government’s preference customers. 

The REA cooperatives must sell, exchange, and wheel power for SPA in order 
to keep their doors open and consider paying part of their interest and amortiza- 
tion to REA. 

SPA must buy thermal energy to supplement its hydro power to serve its 
preference customers, due to the acute shortage of water for hydroelectric power. 

The cooperatives spent approximately $70 million to build their systems based 
on sound contracts with the Government. The Congress put the contracts “to 
sleep’”’ and left the cooperatives facing disaster while working out new plans for 
the future. 

The $780,000 will enable the cooperatives to earn only about one-half of their 
interest and amortization payments to REA. 

The cooperatives need the next 4 months to continue their diligent efforts to 
work out a permanent solution. 


Northwest Electric Power Cooperative: 
Wheeling, 6,800,000 kilowatt hours per month at 0.2 cent. $13, 600 
Purchase power, 12,700,000 kilowatt-hours per month at 
0.64 cent 


Total per month______- eleckauess 
Total for 4 month period- ee $380, 000 
Central Electric Power Coope rative: 
Wheeling, 9 million kilowatt-hours per month at 0.2 cent. $18 
Purchase power, 4,219,000 kilowatt-hours per month at 
0.64 cent... ---- 


Total per month_____ eS: i. Se 8 oy 
Total for 4 month pe riod _ J Sith J 180, 000 
Western Farmers Electric Cooperative: 
Purchase power, 8,800,000 kilowatt-hours per month at 
0.625 Se eee datersan = ee oe 
Total for 4 month period__-__-_- ser ¥- wen ie 220, 000 


Grand total____.___ Sot ere Lee 6 780, 000 
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Mr. Jensen. Then what do you anticipate will happen? 

Mr. GREEN. During these 4 months we expect to come up with a 
solution. 

Mr. JENSEN. We have been waiting for that solution a long while. 

Mr. Green. Congressman, we have some statements which will 
show why we haven’t got a solution yet. 

Mr. JenseN. I know why. This is a very complex thing. 

Mr. Green. That is right. 

Mr. Jensen. It has taken time and that is why the Interior Com- 
mittee has been very tolerant in this matter and given you every 
chance in the world to work it out. There comes a time when we 
wonder if somebody is not dragging their feet. 

We know this: You can get all of your lines integrated. When 
Table Rock comes in you will have a wonderful supply of power in 
that Southwest area. We know that; do we not? 

Mr. Green. That is right. Table Rock will help. 

Mr. Jensen. And we know that there isn’t too much difference 
between the thinking of the REA’s and the Southwestern Power 
Administration and the private utilities now. They are getting pretty 
close together. You are going to have to give and take a little here 
and there, and that is what we have been hoping would be con- 
summated some time ago. 

Gentlemen, that is all I have to say. 

Mr. Martz. May I add just a point, Mr. Chairman, which Con- 
gressman Jensen has made which I think should be clear? 

Mr. Cannon. We shall be glad to hear you. 


ORIGINAL CONTRACT ARRANGEMENTS 


Mr. Martz. The thing I want to point out is this, which should be 
well recognized: The cooperatives, the generation and transmission 
cooperatives we have been speaking about here now, did not come into 
being, nor was our money loaned to us by REA until our original con- 
tracts with the Southwestern Power Administration had received 
approval, because we well knew that without the overall integration 
with SPA we could not live separately. I want to make that very 
clear. We did not build this system until those contracts had re- 
ceived Government approval. 

Then we went in on the strength of that contract that we had with 
the Government. We borrowed $70 million and performed under that 
contract just exactly what we agreed to do. 

Secondly, this indebtedness to the Interior you speak of 

Mr. JENSEN. J hope you didn’t get from anything I said an indica- 
tion that I believe that the REA’s hadn’t lived up to their contract. 

Mr. Martz. The point I wanted to make was this: As I understood 
it, I thought from your conversation that we had built this system 
first and then found out that we couldn’t handle it and then entered 
into a contract with the SPA. We had the contract with SPA before 
we borrowed the money. 

Mr. JensEN. I didn’t mean to leave that impression. 

Mr. Martz. I wanted the record clear. 

Mr. JENSEN. Since you are talking about it, were you anxious to sign 
that contract with that clause in which SPA finally could take all 
the property away from all the members of the co-ops in that area? 
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Mr. Martz. I was not employed as manager of this power coopera- 
tive at that time, and I cannot answer that question. I say that 
because I was not an employee of the cooperative at that time. 

Mr. Karns. The cooperatives were opposed to it, but the attorneys 
in the Interior Department insisted on that being in the contract. 

Mr. Jensen. But you got no hydroelectric power 

Mr. Karns. We did not get everything we wanted. 

Mr. Jensen. Ob, sure, not everything. 

Mr. Karns. Briefly this was their basis for their position, that they 
were paying us enough lease payments over the years to pay for most 
of that system. The attorneys took the position that if the Govern- 
ment did that they should own the lines. We wanted to connect to 
them, but the attorneys of the Interior Department said that unless 
the Government could lease these lines they had to own them. 

Mr. Jensen. They had no basis for such a contention? 

Mr. Karns. We are willing to take that provision out any day, and 
a lot of other features out of this thing. 

Mr. Jensen. You certainly are not going to leave that clause in 
that contract. 

Mr. Buiatock. No, we do not want to leave it in. The contracts 
have all been amended to the effect that the options in them could 
not be exercised without direct appropriations from Congress. That 
was done after your objection to it. 

Mr. Jensen. Yes, but that does not alter my ideas one iota, nor 
those of the rest of the members of the committee, nor anyone else 
who knows about this thing. 

Mr. Martz. I think we will subscribe to that 100 percent, Mr. 
Jensen. 

Mr. Jensen. Yes. 

Mr. Martz. We do not want anybody connecting up to those lines 
except ourselves. 

Mr. JensEN. That is right, the REA’s. 


OPERATION DURING 1954 DRY PERIOD 


Mr. Martz. Second, as to the indebtedness to the Interior Depart- 
ment, and for the information of the committee, it was the cooperatives 
during this dry-weather year when Bull Shoals Reservoir had no 
water in it, it was the cooperatives who furnished power. SPA made 
an appeal to the Army engineers during this emergency last summer 
to permit them to draw water down 2 feet below the bottom of the 
power pool and as I understand it, they drew down within 6 inches 
of this limit, and likewise all of the other dams in this area, with the 
exception of Denison was in a better situation. 

I have references from the Army engineers for that area. This 
will show you how dry it was, and that there was no water at all 
available in this area. 

Now, who was it that furnished power to SPA to deliver to the 
Government’s customers? I will tell you who did it, the G. T. 
cooperatives went together and did it. 

We pulled power out of this area [indicating on map], and up here 
[indicating]. 

In the area in northeast Missouri [indicating] the co-op that did 
not even have a regional contract with SPA delivered power to the 
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Government through our facilities. We gave them every kilowatt 
of energy that we had in our plant over my own requirements, and 
the Western Farmers Electric Co-op did the same. 

We helped SPA during all of this time with every available kilowatt 
that we had. 

We were charging them 6.4 mills for steam peaking power, and 
never, to my knowledge, have the companies or anybody else ever 
even considered selling peaking power to anybody at that price. 

Now, that is what the cooperatives did in this situation. 

In my portion of this thing I went so far as to wheel power into 
Kamo Co-op without charge in order to make this thing work. 

I want this committee to know, and I want you to know honestly 
that the cooperatives have done everything humanly possible to keep 
SPA going. We have contributed greatly and to the limit of our 
ability. 

NEED FOR INTEGRATED SYSTEM 


In the beginning when the G. and T. systems were alt integrated 
with SPA, a study for the amortization of this total cost was made in 
March 1953. It was not generally known that a study was being 
made, and to my knowledge it has not been made public; that study 
was made and is of record, as I understand. 

SPA under this integrated system could make this thing function, 
and amortize all the costs over a period of 50 years, or by 2007. We 
realize that when you break this thing down into separate G. and T. 
systems and take this integration out of the picture and try to operate 
us separately you have imposed on us a condition that we separately 


cannot meet; it is absolutely impossible for us to meet it. 


STATUS OF NEGOTIATIONS 


We would like to economically meet the situation and find some- 
thing to take the place of our contracts with the Government. We 
are negotiating for contracts of integration with the companies, which 
we are in hopes of reaching, but until such time as those contracts 
are consummated and put into force and effect, there is no way for 
us to carry the total burden of this investment, which we are not 
capable of doing. 

We have diligently worked with the companies on this in trying to 
find a solution. We have Jetters from the companies stating that 
they have no objection to our request before you today. I will not 
take the time now to tell you exactly what these statements are, but 
they imply that they have no objection to us coming before this 
committee and asking for this appropriation for a period of 4 months. 
If they did not think that we were trying hard to find a solution to 
this problem they would not have written letters to that effect. 

One of the things that has delayed us so long has been the drought. 
It is the same drought that started in October of 1954. First we had 
to work out a contract with SPA for hydropower before we could 
negotiate a contract with the companies, and we realized that this 
Interior contract was a tough one. 

Now, we got the first draft of the hydro contract completed, and 
since that time we have had two studies made of the effect of the 
drought on water supply. We had to wait until those studies could 
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be made and data secured because of the loss of stream flows that 
this drought incurred. Before the companies and the co-ops can 
enter into a contract themselves they must know how much peaking 
capacity we have in this SPA system. 

Now, that conclusion has been reached. 

We met with Mr. Aandahl this week, and again at 10:30 Tuesday 
on the Interior hydro contract, and I am glad to say to you that we 
have substantially reached a general conclusion, or an agreement for 
this inter‘m hydro contract. 

We have a problem or two yet which is the question of rates and 
rate determination which has to be fully decided upon and approved 
by the company and the co-op. 

Once that is done, Congressman, we are then ready to start to 
negotiate a contract between Northwestern and the Kansas City 
Power & Light Co., but we had to have the SPA rates and the prices 
before we can do it, because we do not know just what the economics 
will show in the situation. 

We are ready to start off on the negotiation for our own contract. 
If I have not made myself clear on that, just ask me. I hope to make 
this very, very clear to you, because there are some things in this 
matter which are awfully hard to explain unless you have followed it 
very closely. 

POWER AND WHEELING RATES 


Mr. Jensen. Does the Arkansas Power & Light Co. sell power to 
REA’s for less than 5 mills, and does the Kansas City Power & Light 
Co. sell it to you for 5.6 mills? 

Mr. Martz. Will you repeat that, please, Congressman? 

Mr. JensEN. Does the Arkansas Power & Light Co. sell power to 
REA’s for less than 5 mills? 

Mr. Martz. I would not know, Congressman. 

Mr. Karns. I do not know, but I heard that they did—I do not 
know at what price—but it is low-cost power. 

Mr. Jensen. And does the Kansas City Power & Light Co. sell 
it to you for 5.6 mills? 

Mr. Martz. You mean sells it to the co-ops for 5.6 mills? 

Mr. Jensen. Yes. 

Mr. Martz. They do not in the State of Missouri. 

Mr. JensEN. They do not? 

Mr. Martz. No, sir; not to my knowledge. 

Mr. Puiturrs. The gentleman’s statement was that his price of 
6.25 mills was a low price. 

Mr. Marrz. Yes. Six and four-tenths mills is what we sold peaking 
power to the Southwestern Power Administration for, for 6.4 mills 
during this drought period which is involved here. 

Mr. Karns. Peaking power. 

Mr. Martz. Yes; peaking power. 

Mr. Taser. And you said that was below cost. 

Mr. Martz. No, sir; I did not say that, Mr. Taber. 

Mr. Taser. You did not? 

Mr. Martz. No, sir. I said it was lower than any price for peaking 
power that I had ever heard that SPA, to my knowledge, had ever 
received. 
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Mr. Puruuips. How does that compare with these other prices? 

Mr. Marrz. I could not tell you what their prices are because there 
was no power sold to SPA, to my knowledge, in Texas. 

Mr. Karns. May I add a comment at that point, Congressman? 

Mr. JENSEN. Yes. 

Mr. Karns. The Arkansas Power & Light Co. sells power for around 
5 mills to the co-ops down there, but it is not peaking power. It is 
firm power that they deliver and sell every hour of the day. We 
have been talking about peaking power, which is more costly. The 
Arkansas Power & Light Co. is currently charging the Government 
$18 per kilowatt per year plus 2 mills per kilovolt for energy plus 
1 mill for fuel, and I think it would be about 13 mills per kilowatt-hour 
for peaking power. We are talking about peaking power, which is 
what we generally supply to SPA, and Mr. Martz was going into that. 

Mr. JENSEN. Well, last year it was testified here that the Kansas 
City Light & Power Co. was selling some kind of power for 5.6 mills. 

Now, an extra mill for the Southwestern Power Administration 
would make the Southwestern Power Administration approximately 
$1 million more revenue. 

Mr. Karns. I would not doubt it, Mr. Jensen. 

Mr. JENSEN. Do you think that the REA’s would complain about 
an additional mill in order to get this contract consummated? 

Mr. Green. Well, 1 mill on peak energy, and 1 mil] on the con- 
tinuous firm energy would be two considerably different things. 

I cannot say that 1 mill will make or break any of us, and 1 mill 
on top of the rate we expected to get under the old contracts would 
not hurt us. 

Under the old contracts we expected to obtain firm power for about 
5.6 mills. 

Now, if we could get firm power delivered out to al] of these stations 
or load centers, including all of the other costs of transmission for 6.6 
mills per kilowatt we would not have any worries. 

Mr. Jensen. You would be happy? 

Mr. GreEn. Yes, we would be happy, but we have all of those 
other costs involved. 

Mr. Jensen. I am thinking about power delivered at the dam or 
at the load center. 

Mr. Green. Yes. I mean power delivered to my member coop- 
eratives. 

Mr. Jensen. If they could get another mill for power I am told 
that it would bring in to Southwestern Power in additional revenue 
$1 million and that it would be a great stimulus in helping to get 
this contract consummated. 

Mr. Gresn. The rates I was talking about now, which are filed 
before the Federal Power Commission, are about 1 mill higher than 
that right now, but where they plan to deliver this new power at 1 
mill higher is at Bull Shoals where it enters my system (indicating 
on map), and not at my member cooperatives load centers (indicating 
on map). 

Mr. Jensen. At the load center? 

Mr. Green. Between the dam and my member cooperatives load 
centers there (indicating on map) costs us 5 to 6 mills per kilowatt- 
hour more, so that when we get up here (indicating on map) to our 
members, we are talking about 11- or 12-mill power per kilowatt-hour. 
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Mr. Jensen. Oh, it would not be that much just for wheeling. 

Mr. Green. On the present load it would be. 

Mr. Jensen. It would be? 

Mr. Green. Yes. 

Mr. Jensen. You have been wheeling it for 1% mills, have you not? 

Mr. Green. No, sir, for 2 mills. But we do not get enough business 
to load up the lines. 

Mr. Jensen. In this last contract they talked about a mill and 
a half. 

Mr. Green. Well, on interim contracts we find a net difference of 
2 mills. 

Mr. JENSEN. That is where, of course, we helped the REA’s. 
We gave them almost twice as much for wheeling as we generally 
charge for wheeling. 

Mr. Green. On the Oklahoma contracts I understand that they 
are paying a mill and a half. There are some other benefits which 
come over with that contract but, as I say, even with the wheeling 
and with the sale of the power it is not enough and still we have so 
much other cost in this line here that it does not produce enough 
revenue to pay the REA their money back. 

Mr. JENSEN. Even allowing 2 mills for wheeling? 

Mr. Green. No, sir. 

Mr. JENSEN. It does not? 

Mr. Green. No. You must bear in mind that they do not pay us 
anything at all for wheeling our own power. All of this power that 
we use out of our own plant we get no wheeling on. 

Mr. Jensen. How far is it? 

Mr. Green. It is 186 miles to our plant here [indicating], and then 
we carry out here to about a 75 or 80 mile radius in this system 
[indicating] to our member cooperatives. 

This big line here [indicating] is a 161 kilovolt line, and actually we 
have between that plant and this dam [indicating] two substations, 
and we have about $5 million invested before we ever get it up to 
our plant. 

Mr. JensEN. Well, my final question is: 

Will you testify that the treatment that the Interior Subcommittees 
of the Senate and the House have given you all the while during the 
time this problem has been pending has been of the best? 

Mr. Green. I think last year the committee was very considerate. 
In fact, we had hoped to have some permanent arrangement before 
now, I will grant you that, but this thing became considerably more 
involved than we anticipated, on top of the fact that we had this 
low-water year which knocked us for a loop, so, we just have not 
gotten it done. It has become much more complicated and involved 
in the meantime. We have 5 cooperatives, and 6 power companies 
and SPA, and our REA’s. It is complicated and involved, and we 
have not gotten it done yet. 

Mr. JENSEN. But you are working on it? 

Mr. Green. Yes, sir, we are working on it and we still have high 
hopes of getting it done, Mr. Jensen. 
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SUPPLEMENTAL REQUEST BY REA’S 


Mr. Puruurps. I would like to straighten out 1 or 2 things that are 
not clear in my mind. 

This is a request tor $780,000 to be appropriated to the South- 
western Power Administration? 

Mr. GREEN. Yes, sir. 

Mr. Puriurps. Is there anybody here today representing the 
Southwestern Power Administration? 

Mr. Green. No, sir. 

Mr. Puruuirs. Is this part of the request which has already been 
made in the regular budget or is this like an advance appropriation? 

Mr. Green. No. We requested enough last year for the whole 
year but the committee gave us enough for 8 months in the hopes 
that we could have some arrangements made during that period of 8 
months. We have not completed negotiations up to the present time, 
so we are back requesting funds to finish out the year, or funds for 
an additional 4 months. 

Mr. Putuurps. Is this an additional appropriation to that which is 
requested in the regular budget? 

Mr. Green. No, Congressman. Last year there was no request 
in the budget. 


AMOUNT OF APPROPRIATION RECOVERABLE 


Mr. Pures. Is this money recoverable in any way if it is advanced 
to the Southwestern Power Administration? Is it to be paid back 
through charges or in any way? 

Mr. Green. Yes. To a large extent. All of the money for pur- 
chased power in here is for power that SPA buys from us. They buy 
it from us at 6.4 mills per kilowatt, and they turn around and sell it 
to their customers, other customers than ours, for around 5.6 mills. 
So, they actually lose about eight-tenths of a mill on each kilowatt- 
hour of their transaction. 

Mr. Taser. Why did they sell it for less than cost? 

Mr. Green. Congressman, they now have filed with the Federal 
Power Commission a new rate structure to correct that. The old 
rate structure they had filed—I would say it is 6 or 8 years old and 
now they have filed a new one to offset this so they will not take these 
losses. 

Mr. Karns. There is another point. They overextended them- 
selves to serve their customers, and loads of utility companies, espe- 
cially in this current dry weather year, and so they had to step outside 
and buy capacity to carry out their contracted commitments. 

Mr. Green. That is right. 

Mr. Karns. When you buy peaking capacity to get over an emer- 
gency you pay a higher rate than when you use the capacity for a 
whole year. 

Mr. Jensen. That is all right. They anticipated getting a larger 
power supply than they actually received because of the drought, and 
they signed a contract for the anticipated top amount. When the 
rainfall did not come then, they had to go out and buy power from you 
in order to live up to the contracts which they had with the different 
organizations which were their customers? 





Mr. Karns. That is right. 

Mr. Cannon. You tell us that while most of this is recoverable, 
there is a small fraction of it that is not recoverable. However, 
the Southwestern Power Administration has told us in previous 
hearings that it is all recoverable due to the fact that this supple- 
mentary thermal power makes it possible to firm up their hydropower 
which otherwise would not be marketable, and which they could not 
otherwise contract? 

Mr. Karns. Yes, sir. 

Mr. Cannon. So, under that theory all of it would be recoverable. 

Mr. Jensen. That is not quite true, Mr. Chairman, because, you 
see, a certain amount of the money that is appropriated for any of 
these multipurpose projects is charged to flood control, and for other 
purposes, and that is the part that is not reimbursable. 

Mr. Karns. I would like to speak to that point, Mr. Chairman. 

One kilowatt of steam will firm up at least 2 kilowatts of hydro 
capacity in these dams. 

Now, a kilowatt-hour of hydro energy is worth 1% mills. You firm 
it up with this steam energy, and then it is worth 5.6 mills per kilo- 
watt-hour. 

I think, if I had a little time, I could prove to you gentlemen that 
SPA makes money every step of the way when it can buy steam to 
firm up hydro. 

Mr. Cannon. As a matter of fact then, this entire amount would be 
reimbursable. 


FINANCIAL SITUATION UNDER ORIGINAL CONTRACT 


Now, going back to the original contract, until the cancellation of 
the original contract, which you had every reason to believe would 
be continued, you were not only paying expenses, but every year you 
were making payments on the amortization of your indebtedness, 

Mr. Karns. That is true. 

Mr. Cannon. Had that contract been continued, as you had every 
right to expect it would be, you would have had no loss all of this time, 
and you would have been reducing your obligations and at the same 
time satisfactorily serving your consumers. When you say that the 
REA loses a little money you mean the farmers who constitute the 
REA and whom you serve lose this money and must pay more for 
electricity. In the end it is the farmer who must pay these bills, 
and when REA has a reasonable profit the benefit goes back to the 
farmer, the consumer, for whom REA was originally created. 

Mr. Karns. They are the people who must bear the brunt of it, 
Mr. Chairman. 

Mr. Cannon. Under the old integration system it would not be 
necessary for you to ask for any money at all? You could continue 
to amortize your loans and the consumers, the people back of REA, 
would eventually own their own facilities? Would that be true under 
the old contract? 

Mr. Karns. No, sir, not exactly, because, like we say, at the end of 
the period Congress had the right to appropriate $10 and take it over. 
Congress had that right, and nobody else had it. 
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Mr. Cannon. But that clause was put in over your protest? You 
were under duress. ‘They held a club over your head? 

Mr. Karns. That is what we understand, sir. 

Mr. Cannon. I do not think, as the gentleman from lowa has very 
well said, that any of us would approve of the Government taking 
over under that clause. Are there any further questions, gentlemen? 

Have you anything further to offer? 

Mr. Martz. I would like to make this comment, Mr. Chairman. 

Mr. Cannon. Mr. Martz. 


OPERATIONS DURING DRY PERIOD 


Mr. Martz. During this drought period that we have had, the 
private companies, in order to assist in this situation, have deferred 
taking many millions or hundreds of millions of kilowatt-hours of 
hydro energy from SPA, I do not know how many, because we do not 
have access to those records, but I do know this, that unless some 
arrangement is made to cancel out all of this “blood’’ bank that has 
been stacked up during this time of extreme water shortage, we are all 
going to have to have water like we never had it before in order to 
begin to pay back this bank. The companies are entitled to their 
contracts, They have deferred taking delivery because of this situa- 
tion. 

Mr. Jensen. Wait a minute. You say that they have deferred 
delivery? 

Mr. Martz. Yes, sir, deferred taking delivery. 

Mr. Jensen. Do you mean that they have deferred starting to 
build these lines they should build, or have they deferred payments? 

Mr. Martz. No, neither one. 

Mr. Jensen. All right; go ahead. 

Mr. Martz. You see, the companies had a contract for X thousands 
of kilowatt-hours delivered to them each day on peak, see? 

Mr. JENSEN. Yes. 

Mr. Martz. Now, the companies had to help out at that time 
because there just was not any water there. The companies, in 
order to help this thing out deferred the delivery of those kilowatt- 
hours to them from SPA. 

Mr. Jensen. In order to give more power to the REA’s? 

Mr. Martz. More power to the Government all around. 

Mr. Jensen. That is REA’s mostly and the small towns? 

Mr. Martz. That blood bank they have built up has got to be 
delivered back into the companies, or some other arrangement will 
have to be made in order to compensate them for those kilowatt- 
hours that they did not receive at that time. 

The point I am trying to make is that in good water years, in 
very good water vears there is still going to be remaining a consider- 
able shortage, due to the enormous number of kilowatt-hours required. 

Mr. Jensen. Do they still have it charged against the companies 

Mr. Martz (interposing). No, sir. SPA owes these kilowatt-hours 
to the companies. 

Mr. Jensen. Then they must have it charged against you. 

Mr. Martz. No, sir; not against us. 
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Mr. JENSEN. I mean against the Southwestern Power Administra- 
tion. 

Mr. Marrz. That is correct. 

Mr. JENSEN. So, they have credit on their side of the ledger for the 
power that they have furnished to the REA’s and to the Southwestern 
Power Administration? 

Mr. Marrz. They did not furnish it. They just did not take what 
they were entitled to take at that time. 

Mr. JENSEN. Oh, I see. 

Mr. Martz. They did not take what they were entitled to have. 
They deferred it until a better water year, and then at that time they 
will expect the Southwestern Power Administration, to deliver it to 
them. If they have a lot of water, then a lot of kilowatt-hours will 
be delivered to those people. 

Mr. Jensen. Can they claim that under the contract? 

Mr. Martz. I think so, sir. 

Mr. JenseN. No matter what the production of electricity is? 

Mr. Martz. I should like to confer with SPA before answering that. 

Mr. JensEN. Do you feel that the private utilities have been fair 
in negotiating, and in helping out in this distressed situation? 

Mr. Martz. Extremely so. In fact, I think we have had the best 
cooperation we have had since we have started negotiating this thing. 

Mr. Cannon. Are there further questions? 

Mr. Evins. What the gentleman is saying, as I understand it, is 
that you are going to be in a bad situation in a few years unless you 
have more dams or steam plants tied in with your system. 

Mr. JENSEN. Or more water. 

Mr. Martz. We are dependent on undertaking a contract with the 
companies which will replace the integration contract we had with 
the Government to start with. This integration, to be successful, 
depends upon having a lot of kilowatts in the Government systems. 

Mr. Evins. The Government system, in order to pay back the 
private system, has to build more steam plants, secure more water or 
more power, 1 of the 3? 

Mr. Martz. Primarily more water. 

Mr. Evins. And the drought situation has brought this about? 

Mr. Martz. Yes. 

There is another dam here [indicating] which is not a part of this 
integrated system. It is the Blakely Mountain Dam, down in Ar- 
kansas. It is made a part of the integrated system of SPA through a 
contract with H. P. & L. Co. 

The Southwestern Power Administration has entered into a con- 
tract with APL, who have taken over the operation of this dam, and 
they will deliver an equivalent amount of power near Bull Shoals 
Dam. 

That will help this situation up here. They are releasing that 
amount that they now have under contract, and that will take it up 
here [indicating] and help the situation. 

Mr. Evins. In reading this statement you said: 

The cooperatives have spent approximately $70 million to build their systems 
based on sound contracts with the Government. The Congress put the contracts 


“to sleep’”’ and left the cooperatives facing disaster while working out new plans for 
the future. 
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] understood that the contracts were not entirely to your liking. 
We have not seen the contract or these contracts, Can you tell us 
about them? 

Mr. Karns. May I speak to that? 

Mr. Evins. Yes; I shall be glad to have you do so. 

Mr. Karns. There were two weaknesses in this contract. 

One of them was about the purchases option, and the other was the 
lease operation, 

Otherwise they were as sound'as we could work out then and as we 
could work out today. 

Mr. Evins, You think with those two little differences they were 
sound contracts. 

Now, then, in referring to the contracts that are being drawn up 
or planned now, Mr. Martz said something about the fact that they 
were very complicated and very intricate. 

Do you mean it would take an engineer to understand them? Do 
you think these newly planned contracts are better than the old ones 
which you had? 

Mr. Karns. May I speak on that? 

Mr. Evins. Yes; I wish you would. 


NEGOTIATIONS WITH OKLAHOMA COMPANIES 


Mr. Karns. We are dealing with two Oklahoma companies, and I 
want this committee to know that we have diligently negotiated all 
of the way through. I will not pretend to give you all of the differ- 
ences and different ramifications involved. As Mr. Jensen has put it 
it is a very tedious and difficult practice, because everybody is trying 
to protect their interest. 

As of January 25 of this last year negotiation conferences were had. 
We had at least 2 or 3 basic things to consider. Apparently there 
is not so much love in Oklahoma as there is in Missouri, where these 
other gentlemen have been speaking about. 

Now, the situation there is that the companies are still trying to 
force down our throats new dual rates so that we have little oppor- 
tunity to serve the rural people, to serve the way we would like to in 
our operating area. 

We had conferences out there, and at the conclusion of those 
conferences on January 25 rates were proposed which added costs to 
the Western Farmers Electric Co-op of Oklahoma, additional costs 
of $900,000 a year, that much more to serve the farmers than under 
the basic contracts with the Government. 

Mr. Cannon. And that means that the farmers must pay a higher 
rate? 

Mr. Karns. Yes, sir; we have no place else to get it, except out of 
the farmers’ pocket. The man on these lines is the man who will pay 
the freight. 

A third thing the companies are trying to control the operation of our 
generating plants. We have two plants. 

One of them is shown on the map, and the other one is,not shown. 

Now, they are trying to tell us what areas we can operate in, and 
in what areas we cannot operate, and the truth of the matter is they 
only want the plant to operate for a period of 3 months out of the 12 
months in the year. We cannot keep competent men on the payroll 
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on that basis when the engines are cold 75 percent of the time. We 
are attempting to negotiate with the Oklahoma Gas & Electric Co. and 
the Public Service Co. of Oklahoma, so we are just as bad off, or jn 
fact, worse off than was the situation under the basic contracts, be- 
cause under the basic contracts with the Government we did operate 
those plants 85 percent of the time to full capacity. So, we operate 
them when the companies dictate to us that we shall operate them. 

I want to assure this committee that our board of trustees and 
myself will deal with the companies as rapidly as we can in order to 
arrive at a contract that will live and let live, a contract that will 
let. us do only what we can do under the REA statute, and under the 
Oklahoma statute under which we are incorporated. 

We will not enter into a contract that will wind up in a slow death, 
but if we can do those two things, if we can operate under the REA 
statute and under the Oklahoma statute under which we are incor- 
porated, and if we can operate and get. an REA rate that is somewhere 
close to what the basic contracts would have provided, then we are 
ready to do business. 

That takes a long time to work out. 

Mr. JeNsEN. Every member of the Interior Subcommittee on 
Appropriations has had this subject in mind for very many years. 
I have said, in effect, and I think every member has taken the same 
position, that certainly no member of the committee nor as far as we 
know, no Member of Congress wanted the private utilities to control 
the REA’s, nor the Federal Government, or anything to control the 
REA’s, and I will venture to say that there is not a man on this com- 
mittee today that wants private utilities to control your REA’s. 

Mr. Karns. We are in complete agreement with that. 

Mr. Jensen. And if any private utility takes that position I am 
satisfied they will find out sooner or later that they are butting their 
heads up against a stone wall, because the REA’s, in most instances 
that I know of, are doing an honest, honorable job of running their 
business. 

There are folks who think as Speaker Rayburn said when he 
appeared before our committee one day on this very thing. He said 
that there are some folks who want the private utilities to own and 
control all of the power facilities in the country, and there are those 
who think that the Federal Government should own and control all 
the power facilities in the country. He said he did not belong to either 
of those schools. In order to get sufficient power for America for all 
of the sections of the country we have to have private money, Federal 
money, REA money, and we have to have municipal money, and they 
must all work together. 

Every area that does not cooperate in that manner has to suffer 
a shortage of power, and we have three areas of America suffering 
today just because they will not cooperate and get all of the different 
interests working together. I will venture that you do not have to 
worry at all about the Congress of the United States in that respect. 

Mr. Karns. I do not want to infer that there is any doubt in my 
mind about what Congress feels. I was just trying to show that 
we still have a few problems to work out. 

To conclude, Mr. Chairman, I would like permission to file 4 
statement with the committee and have permission to have Dr. 
Blalock deliver it tomorrow morning. I inadvertently forgot t0 
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attach the last two pages when I left the place where it was prepared, 
and I did not have time to go back and pick it up before coming up 
here. I will read the heading of it: 

Statement of E. E. Karns, general manager of Western Farmers Electric 
Cooperative before the House Appropriations Committee February 21, 1955. 

This statement purports to set forth in considerable detail our 
negotiations with the companies in an effort to arrive at a suitable 
contract. 

In closing, let me say this, Mr. Chairman and gentlemen of the 
committee, this 4-month period, I think, will enable us to find out if 
it is humanly impossible to make some suitable arrangements in 
respect to this contract. 

We have done a lot of work on these negotiations, and we do not 
want to throw it away. We want to proceed with it. We have the 
power to sell, and the Southwestern Power Administration needs it 
for not only cooperatives, but for municipalities and for other con- 
sumers. 

We are selling power to the Government on a peak basis for less 
than it is worth to the Government. 

We are not asking for anything further. We just want an oppor- 
tunity to sell some needed power. 


STATEMENT OF MR. E. E. KARNS 


Mr. Cannon. Without objection the prepared statement of Mr. 
Karns will be included in the record at this point. 
(The matter referred to is as follows:) 


STATEMENT OF E. E. Karns, GENERAL MANAGER OF WESTERN FARMERS ELECTIRC 
CooPpERATIVE BEFORE THE Hovusk APPROPRIATIONS COMMITTEE, FEBRUARY 21, 
1955 


Mr. Chairman and gentlemen of the committee, I am Elbert E. Karns, general 
manager of Western Farmers Electric Cooperative of Anadarko, Okla. 

My purpose in appearing before this committee is to provide factual information 
concerning the need for an emergency appropriation of $780,000 by the Congress 
for the Department of the Interior to enable the Southwestern Power Adminis- 
tration to purchase thermal energy from the G. and T. cooperatives in Oklahoma 
and Missouri for the 4-month period running from March 1, 1955, through June 30, 
1955. A part of the emergency appropriation will be used by the Southwestern 
Power Administration to pay the G. and T. cooperatives for wheeling charges to 
wheel power to the preference customers of the Southwestern Power Administra- 
tion during this 4-month period. 

The breakdown of the proposed emergency appropriation between the G. and T. 
cooperatives in Oklahoma and Missouri is as follows: 


Western Farmers Electric Cooperative, Anadarko, Okla $220, 000 
Central Electric Power Cooperative, Jefferson City, Mo 180, 000 
Northwest Electric Power Cooperative, Cameron, Mo-- 380, 000 


We need to sell electric power to SPA for the remainder of fiscal 1955 in order 
to give us time to exert every effort to conclude our negotiations with the com- 
mercial power companies that might result in suitable long-range contracts. 

_Let us review our negotiations with the commercial power companies at this 
ime. Briefly, the course of events and status of negotiations are as follows: 

The generation and transmission cooperatives in Oklahoma and Missouri 
retained competent engineering services in August or September 1953 for the 
purpose of making engineering studies and to help with negotiations with the 
commercial power companies and SPA in an effort to arrive at suitable operating 





356 


contracts. The Administrator of REA set up a task force of competent peopl 
to assist us. The Department of the Interior furnished competent people to 
assist us. Messrs. Ancher Nelsen, Administrator of REA and Governor Aandah) 
Assistant Secretary of the Department of Interior have expended considerah| 
effort in consulting with us and in attending meetings of the G and T cooperative; 
and the companies in an effort to expedite matters. 

Representatives of all parties concerned held meetings during the fall of 1953 
and early spring of 1954 to conduct negotiations. Finally, on February 10, 
1954, the Oklahoma Gas & Electric Co. submitted a working draft of a proposed 
integration contract to Western Farmers for consideration. This contract in. 
cluded basic principles and operating policies. However, it omitted pricing, 
electric rates, and other figures having a bearing on economic benefits. The 
Public Service Co. of Oklahoma was supposed to have submitted a draft to 
Western Farmers but it did not arrive. 

On March 15, 1954, all interested parties from Oklahoma and Missouri, REA, 
Interior, and SPA met in Kansas City, Mo. to expedite negotiations. After the 
general meeting, representatives of the respective G. and T. cooperatives met 
with the commercial power companies with which ‘they were negotiating, to 
negotiate further. 

Vestern Farmers could not accept the working draft supplied by the Oklahoma 
Gas & Electric Co. Western Farmers met on March 24, 1954, in Anadarko, 
Okla. and drafted a contract which Western Farmers believed would live and 
let live. REA officials assisted with this draft. On March 25, 1954, letters 
were sent to representatives of the two Oklahoma power companies transmitting 
copies of the new draft and setting up a meeting on April 6 at the Biltmore 
Hotel in Oklahoma City. 

On April 6, 1954, the meeting was held which was attended by representatives 
of the Western Farmers, the companies, and the Government. At the con- 
clusion of .this meeting, the companies wanted Western Farmers to submit new 
load-foreecast data and we agreed to split 50-50 the cost of the integration facil- 
ities. Furthermore, the companies advised Western Farmers that they did not 
want any hydropower through Western Farmers. Western Farmers had to take 
the position that hydropower was a must because we have a 2-unit steam plant 
designed and built to work with and be dependent upon hydro canacity. 

The load data requested was forwarded to the company within a matter of 
4 or 5 working days. 

On April 9, I wrote to Governor Aandahl in an effort to secure hydro power for 
Western Farmers. My board of trustees by appropriate resolution requested 
30,000 kilowatts of hydro capacity. 

On April 20, 1954, Mr. Aandahl replied: 

“Southwestern Power Administration does not have enough hydro power to 
meet the requests that have been made by preference customers in the area.” 
— *, the question of availability of hydro power will have to be answered 
later.’ 

On April 23, I wrote to Mr. Aandahl again stating: 

“In view of your position with respect to the commitment of 30,000 kilowatts 
of hydropower, we have been forced to postpone May 4 meeting with Oklahoma 
Co.” * * * “without a commitment * * * we will be unable to proeeed with 
our negotiations with the companies.” 

On June 7, 1954, the engineers of Western Farmers and the companies met to 
work out the points of integration and the cost thereof. We had to cancel a pro- 
posed meeting for May 3 or 4, 1954, because Governor Aandahl did not respond 
with respect to supplying hydro power. 

On July 15, 1954, we met again in the Biltmore Hotel in Oklahoma City with 
representatives of the companies, the Department of the Interior, SPA and REA 
for the purpose of pushing forward our negotiations. At the conclusion of this 
meeting, three things remained to be done: 

1. The engineers for Western Farmers and the companies were to meet and 
restudy the integration costs and dividing the investment so that it could be split 
on a 50—50 basis; 

2. That more effort would have to be put forth to seek a hydro contract; and 

3. That the companies would prepare a new copy of a working draft of the 
proposed draft capturing the constructive suggestions that developed during the 
course of the conferences as well as improvements as a result of their study since 
the last meeting. 

On August 10 and 11, a meeting was held in St. Louis, Mo., to study § proposed 
hydro contract between SPA and Northwest Electric Cooperative of Cameron, 
Mo. Western Farmers received short notice. The president and manager 
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attended. The co-op group met on August 10 to consider the proposed draft of 
the hydro contract. The power companies met in another room for the same 
purpose. Reg Department of Interior, SPA, and REA were all represented to 
help us out. 

bn August 11, we held a joint meeting with the companies and reviewed the 
proposed hydro contract between SPA and the Northwest Electric Cooperative 
carefully. At the conclusion of the meeting, a committee representing the com- 
panies and the Northwest Electric Cooperative were to prepare a new working 
draft embodying the fruits of the discussion and supply each party with a fresh 
copy. 

Representatives of the companies were watching every word and every comma 
of the proposed contract which they could not sign but which they wanted to be 
doubly sure gave them ample protection for all time. 

Time went on, finally we wrote to Mr. Porter, president of the Kansas City 
Power & Light Co., asking for a copy of the new draft and on November 29, 1954, 
we actually received our copy. We couldn’t turn a wheel on the hydro problem 
without this copy. 

On September 29 and 30, we had another meeting in Kansas City, Mo., similar 
to the one held in St. Louis, Mo., on August 10 and 11. The same general pro- 
cedure was followed and we wound up in the same position. On the night of 
September 29, I asked Mr. Aandahl if Western Farmers was going to receive any 
hydro power. He told me that Western Farmers would not get one kilowatt of 
hydro power and that we wouldn’t need it because the companies would take 
care of us. However, he said we must have an integration contract by December 
31. 

On October 1, 1954, I wrote to Douglas G. Wright, Administrator of SPA, 
suggesting that he cause to be prepared a hydro contract between SPA and 
Western Farmers. 

On October 13, 1954, Mr. Wright advised by letter that he could not do it and 
further that the proposed hydro contract between SPA and Northwest Electric 
Power Cooperative would have to be worked out and approved by the Depart- 
ment of Interior, after which it would serve as a model for the rest of us. 

On December 16, 1954, another meeting was held in Kansas City by the G. and 
T. cooperatives and the companies in an effort to reach an agreement on the 
popeewn hydro contract between Northwest Electric Power Cooperative and 
SPA. 

Now let’s refer back to the meeting held on July 15, 1954, in Oklahoma City 
between Western Farmers, the companies, and all other interested parties. The 
engineers met in August and studied integration costs and divided the proposed 
investment on a 50-50 basis. We have just reviewed what happened to the pro- 
posed hydro contract. The companies, at the conclusion of the July 15 meetings, 
proposed to type up a fresh draft of the proposed working contract. Western 
Farmers did not receive this draft until January 4, 1955. 

We studied this draft with the help of experts and found that power would 
cost Western Farmers approximately 1 cent per kilowatt-hour by the time the 
power was delivered to the load centers of our member cooperatives where we 
could sell it. This rate would result in increased costs to Western Farmers of 
approximately $900,000 per year more than the basic contracts would have pro- 
vided which Western Farmers holds with the Government based on the allocated 
load for Western Farmers. This allocated load is 200 million kilowatt-hours per 
year which was used by REA in loaning money to Western Farmers. On January 
25, 1955, we met with the companies in Oklahoma City to expedite negotiations. 
At the conclusion of this conference, the price differential was still $900,000 
per year. The companies asked what we wanted and we told them this—that 
we expected a contract that would give Western Farmers the same economic 
advantages that we have in the basic contract with the Government and further 
that we wanted freedom to live and let live. 

The companies agreed to supply us with some more facts and figures and after 
study we will meet again. 

In conclusion, let me say this: Integration contracts of this magnitude are, of 
necessity, difficult and tedious to work out to the satisfaction of the power com- 
panies, the G,. and T. cooperatives, and the Government. Everybody is working 
at the job. We need a few more months in an effort to arrive at an amicable 
solution to this problem. In the meantime, the drought in our area is still severe. 
SPA preference customers must be served. Thermal energy must be purchased 
by SPA to supplement its energy and inasmuch as the G. and T. cooperatives 
have surplus thermal energy SPA should do business with the G. and T. 
cooperatives. 





Mr. Cannon. I should also like to ask that you supply for the use 
of the committee a copy of the original contract. 

Mr. Taser. And any supplementary contract you may have had, 

Mr. Karns. The original contract with the Government? 

Mr. Jensen. With SPA. 

Mr. Karns. Yes, certainly. 

Mr. Cannon. Has any member of the committee any further 
questions? 

Has any witness any additional statement to make to the committee? 

Mr. Buatock. I believe, Mr. Chairman, those contracts were 
inserted in the previous record before the Interior Committee, [| 
am not sure of that. 

Mr. Jensen. Why do you not furnish a copy of it to each member 
of the committee? 

Mr. Cannon. Deliver to the clerk of the committee a sufficient 
number of copies of the contract to provide each member of the 
committee with a copy. 

Do you have anything further to submit to the committee? 

Mr. Green. I have one further statement, Mr. Chairman. It is a 
brief closing statement. 

We are going to go back and try to finish some contracts with power 
suppliers out in the area that w ill do this job substantially the way we 
had it planned 4 years ago. 

We have some loose ends that are not tied up, and certain con- 
clusions that have not been arrived at. 

We are in disagreement on a number of items. 

We want to tie those loose ends up to the extent that somebody is 
going to have the opportunity to put up or shut up, so that we can 
come back to this Congress to show where we stand, and we are going 
to be able to stand on our record. We are well aware of the fact that 
when we come back we are going to have something to report to you. 

Mr. Cannon. The additional 4 months which are requested will 
give you ample opportunity to take care of all such matters. 

Mr. GREEN. Yes, sir, we think so. 

Mr. Cannon. Thank you, gentlemen. The committee will stand 
adjourned. 


WeDNEsDAY, Marcu 2, 1955. 
’ ) 


STATEMENT OF ADMINISTRATOR OF RuRAL ELECTRIFICATION 
ADMINISTRATION 


WITNESSES 


FRED G. AANDAHL, ASSISTANT SECRETARY OF INTERIOR 

KNOWLAND J. PLUCKNETT, ELECTRICAL ENGINEER, DEPARTMENT 
OF INTERIOR 

ANCHER NELSEN, ADMINISTRATOR, RURAL ELECTRIFICATION 
ADMINISTRATION 

R. G. ZOOK, ASSISTANT ADMINISTRATOR (ELECTRIFICATION) 
REA 

R. E. COLE, SOUTHWESTERN AREA, REA 


Mr. Cannon. The committee will come to order. 

The committee has before it this morning the consideration of the 
request for additional funds for the Southwestern Power Administra- 
tion and we are pleased to have with us, Mr. Nelsen. 
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Mr. Nelsen, for the record, will you state what your position is? 

Mr. Neusen. I am the Administrator of REA. 

Mr. Cannon. We will be glad to have any statement you may wish 
to present to the committee. Do you have a prepared statement? 

Mr. Neusen. No; I have no prepared statement, Mr. Chairman. 

Mr. Jensen. I think possibly you should explain to Mr. Nelsen 
that the G. and T. Co-ops of the southwestern area appeared before 
the committee in the person of Mr. Truman Green and others and 
made a request for additional funds to carry on to July 1. 

Mr. Netsen. Yes. 

Mr. JenseEN. I think he suggested $750,000. 

Mr. Taser. $780,000. 

Mr. JENSEN. $780,000. 

Mr. Netsen. Yes. 

Mr. JENSEN. I just thought you ought to know that. 

Mr. Cannon. I am certain that Mr. Nelsen, the competent man 
that he is, is thoroughly familiar with the situation, and knows more 
than we do, and that is why he is called up here. You may proceed, 
Mr. Nelsen. 


GENERAL STATEMENT OF ANCHER NELSEN 


Mr. Netsen. Mr. Chairman, as to the amount that the South- 
western group have asked for, frankly that has not been called to our 
attention. The budget is not prepared in REA and as far as I am 
concerned, Mr. Green has not even informed me what the request has 
been. However, that is beside the point. 

The position of the REA has consistently been this, that we feel 


the Southwest area needs attention and should have reasonable 
tolerance on the part of the REA, and I am sure the Congress wants 
the cooperatives to work out a permanent plan for the Southwest that 
will endure and protect the farmers of that area in the investment that 
was made to produce for them a power supply in the future at a reason- 
able cost to the farmers. 

Now, the exact dollar amount is something that 1 do not suppose 
that I can intelligently speak on. However, Mr. Cole, the area 
director is here and any details that you might want to discuss with 
us, I would suggest to the committee, that I would be most happy to 
have Mr. Cole or Mr Zook, assistant Administrator, answer. 

I believe the record shows that a vear ago REA supported the 
cooperatives request for increased interim funds, upon the premise 
that they should not be placed over a barrel to force a deadline for 
negotiations that might, in turn, force them to negotiate in a manner 
which was not sound to them. And, as far as the present is concerned, 
we are moving, I believe, rapidly toward the conclusion of the perma- 
nent solution after a long delay. And one of the things that has 
come into the picture that has been difficult to deal with has been the 
fact that the drought in the Southwest, which Mr. Cannon knows 
more about than I do, has been of 3 years’ duration. The water 
supply has in turn created a situation where the capacity of the 
hydroelectric facilities has been substantially reduced. 

Therefore Interior has not been in any position to know how much 
power they had to sell, and, therefore, the co-ops in turn, have had 
much difficulty in negotiating because a part of that negotiation deals 
with the amount of hydroelectric power available. 
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Now, Mr. Chairman, if you have any questions to ask, we will try 
to answer them, but that is the overall statement. As to the prepa- 
ration of the budget, that is something that we do not work on; 
that is an Interior problem. 

Our sympathies are 100 percent with the cooperatives there. | 
have always maintained that under no circumstances would we in 
REA be a party to any kind of a program that would force the 
cooperatives to sell their facilities. We think we should have a 
permanent plan that would protect the farmers of the Southwest 
with a power supply, and also make it possible for them to keep the 
facilities which were constructed. 

That is the overall statement of our position. 

Now, as to the amount that they will need, that depends entirely 
upon how long it will take before the permanent plan is effected; if 
it is the desire of the Interior Committee and the Appropriations 
Committee that such a permanent plan be found as has been indicated 
previously, then the budget needs will depend entirely upon the 
length of time required to bring i in a permanent plan. 

Mr. Cannon. That is a very good statement. Are there any 
questions on the part of the members of the committee? 

Mr. Taser. Yes. 

Mr. Cannon. Mr. Taber. 


DELAY IN NEGOTATING CONTRACT 


Mr. Taper. I wonder if you could give us any explanation of why 
it takes so everlastingly long to work out some kind of an agreement 
between a pair of Government agencies? I understand this has been 
dragging along for 2 years. 


That is the thing that bothers me. 

Mr. Netsen. The point is well taken, Mr. Taber. We have worked 
hard on it, trying to arrive at a settlement. It is not a controversy 
that exists between two Government agencies. It is a hard, tough, 
contract to be executed between the cooperatives and the power 
companies, and of course on Interior’s part for the sale of this power 
from the SPA facilities. 

When we started out, it looked like it would be an easy job but 
factors changed as time went on, with the drought coming on, with 
more power to be purchased from G. and T. cooperatives requir- 
ing larger contingent funds, or funds to provide for power. 

And the power companies, in turn, are negotiating their contract. 
The kind of a contract that the cooperatives will get, depends on 
how much hydroelectric power the companies can get into their 
systems for peaking. 

But I do believe that right now the Northwest group in Missouri 
and the Kansas City Power & Light Co. are approaching a time where 
they have agreed on practically everything now and we think that 
they are almost to the settlement stage of it, Mr. Taber, and I can 
assure you that the REA has been as helpful as any agency could pos- 
sibly be to the extent that Mr. Cole has almost lived in the Southwest. 

We have had one of our legal staff members down there and we 
have had the engineers in there helping the cooperatives and I believe 
that we have done everything we can. 

And I agree with your position that something has got to be settled 
soon, and I think the farmers in that area really. want to settle it, and 
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] know that has been my position all along. And as to the turpentine, 
and I will tell you that we could use some of that all the time, but I 
hope that we will find the answer very soon. 

Now, you may have some questions of Mr. Cole. He is our area 
director down there; he is an engineer, and has been with the REA 
for many years; and Mr. Zook, the Assistant Administrator, is a 
trained engineer, has grown up with this program, and I think they 
can answer the questions better than I can, and if there are any ques- 
tions, we would be glad to try to answer them. 

Mr. Kirrwan. Are you sure that the drought has held back the 
settlement? 

Mr. Neusen. Yes; I do feel that that is a factor, a very major 
factor. 

Mr. Krrwan. And but for that the contract would have been 
completed? 

Mr. Newsen. I think it would have. 

Mr. Kirwan. With the efforts the Department and the co-ops have 
made, it would have been completed long ago if it had not been for the 
drought? 

Mr. Newsen. I think that certainly is a factor. 

Mr. Jensen. Mr. Chairman. 

Mr. Cannon. Mr. Jensen. 


USE OF FUNDS APPROPRIATED TO SPA 


Mr. JensEN. I think it would be well, Mr. Nelsen, to explain just 
how the money which the Congress has furnished to the Southwestern 


Power Administration has been used. What it was used for and who 
derived the benefits from it, and why it was necessary for the Congress 
to appropriate this money for the past several years to the South- 
western Power Administration. 

Mr. Neusen. Under the terms of the contracts, you have there a 
program of operation where the capacity and production of these 
generating plants would be purchased by the Southwestern Power 
Administration, and of course, in turn, resold. One thing that threw 
this picture completely off last year was the fact that the dams did 
not produce the kilowatt-hours it was assumed they would and, 
therefore, Southwestern Power Administration was purchasing more 
power from the G. and T. co-ops than had been anticipated. 

Is that the point you have in mind? 

Mr. JensEN. I wanted to make sure the fact that the money that 
had been appropriated was used to purchase power. 

Mr. Neusen. That is right. 

Mr. Jensen. And to pay wheeling charges. 

Mr. Neusen. Yes. 

Mr. Jensen. To the REA’S. 

Mr. Netsen. Wheeling charges of the co-ops and the energy costs; 
is that right, Mr. Cole? 

Mr. Cour. Yes. 

Mr. NELsen. Yes. 

Mr. Jensen. There was a deficiency of some 40 million kilowatts, 
and, because of that deficiency, it was necessary for the Southwestern 
Power Administration to purchase power at a price about 2 mills 
higher than they received for the power in order to live under the 
contract? 
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Mr. Newsen. Yes. 

Mr. JENSEN. We were also quite liberal with the REA because of 
its financial condition, in allowing more than they generally paid for 
wheeling of power; is that right? 

Mr. Neusen. That is right. 

Mr. JENSEN. We knew they were in a bad situation, and so we more 
or less leaned over backward in helping them through this period when 
they absolutely had to have help. There was nothing else to do. 


FEASIBILITY OF MORATORIUM BY REA 


Would you consider a moratorium by the REA in that area which 
would, in 2 or 3 years, put them on their feet, rather than an appro- 
priation direct from the Congress? 

Mr. Netsen. We, of course, are willing to do anything that is 
reasonably possible, and that is sound. Now, if we were to declare 
a moratorium for a long period of time, we will say 5 to 10 years—— 

Mr. Jensen. That is as long as the law allows. 

Mr. Netsen. Well, I was considering—5 years is what is provided 
under section 12. 

Mr. JENSEN. Yes. 

Mr. NELsEN. But you have got to consider the depreciation of the 
system, and sometimes I believe that we make a mistake in assuming 
that we will do some good when actually we are not, because when 
depreciation sets in, you have increased replacements, and those things 
pile up. 

Now, I have made the statement that the REA would be willing, 
that we would prefer, in fact, to let them remain delinquent and let 
them pay what they can rather than apply section 12. 

The minute you start using section 12 promiscuously it sets a 
precedent that makes it hard for us to police other loans in other 
areas. However, we are certainly willing to listen to any recommen- 
dations this committee may have to make. 


FINANCIAL STATUS OF CO-OPS 


Mr. Jensen. What is their financial situation? 

Mr. Netsen. Their financial status is a little tough; is it not, Mr. 
Cole? 

Mr. Coxe. All of the G. T. borrowers in the SPA area operated 
with an accrued deficit last year, despite the money they received 
for the sale of power and for wheeling, as a result of this appropriation. 


INTEGRATION OF THE SYSTEM 


Mr. JENSEN. How soon will you have all of these units integrated? 

Mr. Coxe. The construction is completed, with the exception of 
one cooperative’s facilities. 

Mr. JeNnsEN. Have all the connections been worked out? 

Mr. Coxe. When the company contract is worked out, when they 
have all worked out the complete contract, there is the problem of 
interconnections between the company facilities and the cooperative 
facilities in each case. 
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Mr. Jensen. Is it not a fact that if they had had the normal 
supply of water for hydropower, after all of these systems are inte- 
grated, that your problem is about solved? 

Mr. Cots. Assuming we will be able to work out a satisfactory 
contract with the companies. 

Mr. JENSEN. Yes. 

Mr. Cote. But one of the things that has made this a very difficult 
problem is the fact that we are dealing with several different power 
companies. 

Mr. JENSEN. Yes. 

Mr. Cour. And they do not always see eye to eye on all issues. 
Then there is a difference of opinion between groups of power com- 
panies dealing with the G. and T. co-ops as to interconnections. Then 
there is the case of different groups using the same transmission lines 
from the dam. 

Then vou have the problem of the division of financial responsibility 
for these transmission facilities. It is a very complex problem 
because there are so many parties involved. 

The hydro contract has been worked out more or less in open ses- 
sions where everybody was given an opportunity to present their side, 
and it has been very satisfactory. 

Mr. JensEN. One other question, and I do not want to use up all 
of the time, Mr. Chairman. 

Mr. Cannon. Go ahead; we are here to get as much information 
as possible. 


FUNDS NEEDED FOR REMAINDER OF FISCAL YEAR 


Mr. Jensen. If the committee decides to allow another appropria- 
tion, as we have been doing for the past 2 years, for the purchase of 
power and to pay wheeling charges by the Southwestern Power Admin- 
istration, how much do you think, Mr. Nelsen, would be necessary for 
us to appropriate, say, for the next 2 months or the next 4 months, 
until July 1? What would be your estimate that might be required? 

Mr. Netsen. I would like to ask Mr. Cole to speak to that. I 
have not studied it. 

Mr. Coxe. It is my understanding that the request made by the 
co-ops is based on the same rate as in the last year’s operations. 


STATUS OF CONTRACT NEGOTIATIONS 


Mr. Taser. The thing ought to be cleaned up by the 1st of July, 
and if not, why not? 

Mr. Coxe. In at least one case, the statement prepared by both 
company and cooperatives, that is, the N-W and the Kansas City 
Power & Light Co., indicates that they are in substantial agreement 
on all points except possibly the transmission costs. It is assumed 
that if they are able to agree on that point, I should say, within the 
next few months, they should be able to reach an agreement. 

Mr. Netsen. Mr. Chairman, I would like to make one observation 
dealing with the Southwest. We hear recurring rumors to the effect 
that some of the delay reverts back to a desire for the continuing fund 
type of appropriation that previously existed. REA’s position has 
been that we have not entered into it. That has been a congressional 
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decision of years ago, and the Congress wanted to find a new plan, 
But I do think that there has been, on the part of some, the hope that 
the old plan would go back into effect. I believe that one thing that 
would speed up things as much as anything could do, would be that if 
this committee is of the opinion that they wanted a permanent plan 
worked out, and so indicates, I think it would do more to solve the 
problem in the Southwest than anything that could possibly happen. 

I believe some have hoped, by waiting this year, that the Congress 
would probably make a revision of its attitude. Now, if you still stand 
firm, that you want a permanent plan worked out between the cooper- 
atives and the power companies, and the Southwestern Power Admin- 
istration, if that is the position of the committee, and you want us to 
do that, we will keep right on and do exactly what you want us to do, 
and I think we can work it out under the directive of the Congress, 
but there has been just that little feeling that sort of comes into the 
picture now and then. 

We have no observation to make as to whether it should have been 
done or not, but I do think it could be put on a permanent basis, 
where they will not continue on, and worry about what the next 
session of the Congress may do, but that we will get a permanent 
plan worked out, one that will endure, one that will protect the farmers 
in the Southwest, and I think the plan is being worked out, and I 
think it will, if you indicate the Congress wants us to do that. 

Mr. Rasavt. Is that hope predicated upon what the rate increase 
might be? 

Mr. NExtsEN. Well, partly that, but there is some preference for 
one or another type of plan similar to the continuing fund. 

Mr. Rasavt. But all interests depends in the final analysis on what 
the rate is going to be. 

Mr. Neusen. That is right. 

Mr. Rasaut. Is not that probably the foundation for the hope 
that some decision will be made? What plan is there for the rate? 

Mr. Neusen. Well, the rate is one that will have to be arrived at 
by the co-ops and the power companies. We have no way to tell the 
power company that you must do this or that. 

Mr. Rasaut. There is no question about the fact that you cannot 
go down there and tell them what to do, but to get the thing settled, 
somebody has got to come up with some kind of an idea as to what 
the rate is going to be. 

Mr. Neusen. Well, we have tried our best on that. We have 
worked at it for a long time. 

Mr. Kirwan. Whatever you arrive at will be brought back to 
Congress, will it not? 

Mr. Newsen. It certainly will. I believe if you will check, you will 
find that the REA has really extended itself down in the Southwest, 
and Congressman Cannon knows that we have been down there 
working diligently for a long time. 

Mr. Rasaut. Mr. Taber asked you a question a while ago con- 
cerning the length of time it will take to wind this thing up. Do you 
think it will be at that time, or will not be at that time? 

Mr. Neusen. Well, the Empire Electric, and the Missouri group 
have been very close to settlements; the Northwest, G. and T. and 
the Kansas City Power & Light Co. have been very close to settle- 
ment. Ido not know whether the Central and the other groups have 
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come that close to settlement or not, but two of them have been very 
close to settlement. And I am of the opinion that once one of them 
has settled, it will set the pattern and then we can begin to see results. 
But you can imagine the difficult negotiation situation that we have 
been faced with, when we have tried to buy some power from the 
Arkansas Power & Light Co., to provide some relief from the power 
demands. It is a very difficult problem. But I do not believe that 
we should force the co-operatives to take a rate which they think is 
too high. So we have been hoping, and trying to get a rate that is 
reasonable. 

If we were to go down there and attempt to say, you settle it this 
way or else. 

Mr. Kirwan. I do not think the committee would want to make 
the cooperatives take a rate that was unreasonable. 

Mr. Neusen. No. I think perhaps the whole thing could have been 
settled months ago, had we settled for a 1l-cent rate, or something 
like that, but I do not think they can live with that, so we are trying 
our best to get a good deal for them. 


ACTIVITIES OF FEDERAL POWER COMMISSION 


Mr. Jensen. What part does Federal Power Commission play in 
this picture? 

Mr. Netsen. I beg your pardon? 

Mr. JENSEN. What part is the Federal Power Commission playing 
in this picture, if any? 

Mr. Netsen. You mean the rate level? 

Mr. Jensen. The rate level, yes. 

Mr. Netsen. I do not understand that they do—perhaps Mr. Cole 
can answer that. 

Mr. Coir. You mean as far as the hydroelectric water power rates 
are concerned, as between the companies? 

Mr. Jensen. The hydro rates and all power rates. 

Mr. Coun. The draft of the contract which has been worked on for 
the last 18 months provides for FPC approval of rates. 

Mr. JENSEN. Have they made any recommendation? 

Mr. Cote. I do not believe that the FPC would normally make a 
recommendation. 

Mr. Jensen. They normally would not but I thought possibly 
they would come up with some sort of a recommendation here. 
You say they have made no recommendation whatsoever. Is that 
right? 

Mr. Cote. I might point out the rate problem a little more 
thoroughly, that in the eastern part of Missouri the rates of the 
companies there are in the order of 10 to 11 mills, depending upon the 
type of rate. Whereas the rate under schedule A rates would be 5.5 
mills until the last adjustment recommended. That is, the co-ops 
are seeking to get a rate of 5% mills and the companies naturally 
wanted to have a rate consistent with others in their area 


TERMINATION OF FEDERAL FUNDS 


Mr. Davis. Does everyone understand that once an agreement is 
reached, that that puts an end to direct appropriations from the 
federal Government? 
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Mr. Netsen. I think that is right. 

Mr. Davis. Is that true only because of the directive of this com- 
mittee which occurred in the current appropriation bill? 

Mr. Netsen. You mean a year ago, or previously? 

Mr. Davis. Yes. 

Mr. Nexsen. I think that is true; I think the directive of the com- 
mittee certainly was a factor that created the need for an alternative 
plan which then started to become a reality; and I think if this com- 
mittee is still of the same opinion and they indicate that they want to 
continue the process, I think you will have made a huge contribution, 
far greater than anything we can do in the REA or Interior. I think 
we need to know what this committee really wants to do. 

Mr. Cannon. The gentleman asked the question, that if the con- 
tract is signed, and an agreement is reached, whether it would obviate 
the necessity for an appropriation on the part of Congress. How 
long would it be, Mr. Nelsen, after the contract was signed, before 
revenue would begin to come in? 

Mr. Neutsen. Well, I imagine that it would be immediately after 
the interconnection is made with the power company, and the coop- 
eratives begin to work under a contractual arrangement; it would 
start immediately. 

Mr. Cannon. The testimony before this committee was that it 
would take about a year to build the necessary transmission lines, and 
that for 1 year cooperatives would have no income. If that is true, 
you could not say that immediately upon the signing of the contract. 

Mr. Jensen. That statement, Mr. C hairman, pertains I think, to 
just one or two of the G. and T. co-ops. It would not include 
them all. 

Mr. Netsen. No. 

Mr. Cannon. The Central and Northwestern, in their negotiations 
with the Kansas City Power & Light. After the contract was signed, 
they must have transmission lines in order to carry out any contract 
between the Central and Northwestern and the Kansas City Power 
& Light Co. And we are told it will take about a year to do it. 
And until they have the transmission lines, there will be no income and 
it would be necessary for us to continue to supply funds during the 
interim. 

Mr. Newusen. The answer to the question should be the minute 
interconnection is made, there will be no need for funds. 

Mr. Cannon. And that would be about a year? 

Mr. Nexsen. I do not think it should take that long, but what 
would you say on that, Mr Cole? 

Mr. Cour. There are various problems in each of these power co- 
ops. The Kansas City Power & Light group estimates approximately 
a year to get the necessary substation facilities. 

Mr. Cannon. It was my understanding that was the Kansas City 
Power & Light Co.’s own estimate. 

Mr. Cote. In the Central Power contract with the Union Electric 
Co., it is necessary to install a substation where the Union Electric 
line crosses the Central line, and depends upon how quickly they are 
able to obtain the transformers and other materials that are required. 

Mr. Kirwan. May | ask a question there, Mr. Chairman? 

Mr. Cannon. Mr. Kirwan. 
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USE OF REVOLVING FUND 


Mr. Kirwan. SPA used to have a revolving fund of $300,000 and 
did not have to come in each year and ask for an appropriation. Do 
you not think it would have been better if that had stayed in effect 
until you got the groups together down there, instead of having to 
come in each year and asking forfunds. For example, the Government 
Printer has a revolving fund and under its operation, he was able to 
turn back millions of dollars to the Treasurer of the United States. 
Last year he saved approximately $5 million. 

If we had retained this revolving fund you would have come to- 
gether faster with the contractors, much faster, because with that 
$300,000, they could put up a piece of transmission line, or buy power, 
or do what you wanted to do. Because they disregarded that plan, 
we have this controversy here, and you have the same problem and 
must come in for the same purpose and the same kind of money. 

Mr. JENSEN. Of, course, Mr. Kirwan, that $300,000 revolving fund 
proved to be very inadequate to do the job which had to be done in 
the Southwestern Power area, and that is why it was necessary to 
appropriate a lot more than the $300,000. 

Mr. Kirwan. No; we did not have to appropriate more money. 
We put a limitation on receipts. We gave them this $300,000 to 
carry on, and then we took it away from “them. 

\ir. Jensen. Yes; but we alws ays had to appropriate— 

Mr. Kirwan. This $300,000 was to keep them going and that is 
just what they are asking for now. They are asking funds to carry 
on this job. 

Mr. JENSEN. He is asking for a continuation, Mr. Kirwan. He is 
asking for a continuation of the same program that we have appro- 
priated for in the past. 

Mr. Kirwan. But the same $300,000—— 

Mr. JensEN. Did not prove to be sufficient. 

Mr. Kirwan. Had they kept the $300,000 as a continuing fund, 
they would have been together a long time ago with the contracts. 

Mr. Jensen. We kept “control ; they could ‘spend this money for 
wheeling, and for purchase of power , and then there was another thing. 

Mr. Kirwan. For transmission lines. 

Mr. JENSEN. Yes. 

Mr. Kirwan. They could do anything they wanted to do. 

Mr. Jensen. We permitted them to carry on in the same manner 
that they had been carrying on, using this $300,000 revolving fund. 


PERSONS BENEFITING BY DELAYS IN NEGOTIATIONS 


Mr. Davis. I still have the general impression that the fulfilling of 
this agreement, with the exception of some isolated cases, w ould, at 
least, obviate the nec essity for further direct appropriation of funds 
by the Government, in that area. Obviously it is to some peoples’ 
advantage to prevent the reaching of such an agreement. In other 
words, the longer they can delay it, the better it is going to be for 
them. Now, who are the people to whom it would be to their advan- 
tage at the present time to delay reaching such an agreement? 

Mr. Netsen. Well, you would have on the one hand, you would 
have a group that might feel a better arrangement could be worked 
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out than the one that is proposed. That could be among the co- 
operatives. On the other hand, the power companies themselves, had 
they entered into a contract a year ago, would have had some slight 
advantage, had the contract been worked out and been signed a year 
ago. Is that not about right? 

Mr. Cote. Yes. 

Mr. Netsen. It is hard to put your finger on just what is the real 
problem; it is very hard to give a definite answer on who gains and for 
what purpose; it is not an easy question to answer. 

Mr. Davis. In other words, here is some money going from the 
Treasury directly now. Once an agreement is reached, that money is 
going to have to come out of the REA or of the power companies 
themselves. 

Mr. Newsen. Yes. 

Mr. Davis. Is that it? 

Mr. Newsen. That is exactly right. 

Mr. Davis. The only direct force or pressure that we have to get 
them to reach this agreement, so appropriations will no longer be 
necessary, rests with this committee itself? 

Mr. Newsen. That is right; you are absolutely right. 

(Off the record discussion. ) 


FUNDS TO BE USED FOR THE PURCHASE OF POWER 


Mr. Taser. How much of this money that is involved here would 
be used for the purpose of Southwestern Power to buy electricity 
from the REA co-ops? 

Mr. Netsen. In the budget request you refer to? 

Mr. Taser. Well, we do not have a budget request before us. 

Mr. Netsen. Mr. Cole, will you speak to that? 

Mr. Cote. All of the money would be used either for the purchase 
of power or for wheeling, of the $780,000 co-op’s suggested amount. 

Mr. Taser. You mean the Southwestern Power would buy power 
from the REA co-ops with this money? 

Mr. Netsen. That is right. 

Mr. Taser. Why does Southwestern Power buy from the REA’s? 
How do you get the REA’s into this kind of a picture? If they have 
the power to sell, they ought to be able to take care of their own 
requirements. 

Mr. Coxe. Part of that stems from the fact that the cooperatives 
constructed plants to meet their future requirements; have con- 
structed facilities that are larger than their needs for the immediate 
load of the co-ops. 

Mr. Taser. Why does Southwestern Power need to buy power 
from the co-ops? 

Mr. Coue. I guess they would have to answer that, but presumably, 
to assist the co-ops with their financial problems. 

Mr. Taser. You mean they have taken over utilities somewhere? 
Why would they have to get power from the private utilities to get this 
thing settled? It does not make sense to me, the way it seems to roll 
out. 

Mr. Kirwan. It simply means that the REA’s develop power to 
meet their future needs and now they have to turn around and sell 
power and the Southwestern Power has to buy from the co-ops. 





369 


Mr. Netsen. That is correct. 

1 think it is safe to say that if there had not been production of 
power facilities, that the Southwest Power Administration might have 
been in some difficult position to meet their obligations; that is, to the 
consumers, which they are serving. I think that is a correct state- 
ment, because every bit of the power that was bought by the South- 
western Power Administration for which you made appropriation, is 
power which, in turn, has been resold to someone else, and from which 
income has been derived. 


IMPORTANCE OF RURAL ELECTRIFICATION PROGRAM 


Mr. Cannon. Mr. Nelsen, you referred to my location in this area, 
and I am familiar with the situation; and in response to your implied 
inquiry, may [ say that within the last few years, when we were 
operating under the old contract, I have seen this service extended 
until it now reaches 90 percent of the farmers in that section, Missouri, 
Oklahoma, and a part of the district of the gentleman from Iowa in 
lowa. 

Mr. JeENsEN. Over 90 percent. 

Mr. Cannon. I think that is true. It has resulted in the most 
tremendous increase in farm welfare and productive power, of any- 
thing that has ever happened to the farmers in the United States. 

Mr. Jensen. And in income tax to the Federal Government. 

Mr. Cannon. And the Government has had its part in this increase, 
too. And, as a result, I have seen, and the gentleman from Iowa has 
seen, the shifting of population of young men and women from the 
farm to the cities. Boys and girls would not stay on the farm under 
primitive conditions in the old days, that obtained on the farm when 
the farm did not have electricity. They gravitated to the cities 
REA has electrified the farm and as a result, the boys and girls are 
now staying on the farm. REA has reversed the trend. 

It has produced the greatest farm prosperity and farm welfare in 
the history of the Nation. 

Rural Electrification Administration has brought electricity to the 
farm at a price the farmer could afford to pay. 

Now, somebody asked the question a while ago, who gains in this 
controversy? And who loses? The farmers gain. They get elec- 
ricity at a price they can afford to pay. Who do they deal with? 
I suppose, Mr. Nelsen, you are aware of the situation in my own State, 
where we had some 8 or 10, private utilities, producing and distribut- 
ing electricity. But we have seen a remarkable change in the last 
few years in that respect. One company has acquired practically all 
of the utilities; the Union Electric Co. has bought up the Missouri 
Power & Light, and the Missouri Edison, and nearly all but 1 or 2 
small utilities and they will shortly be absorbed. 

In other areas continuous consolidation is going on; monopoly being 
established in which one huge company will control the State of 
Missouri. 

Now, you have the farmers and their cooperatives on one side and 
you have this huge monopoly on the other side; when the monopoly 
takes over, the farmer loses, loses control of his own business and 
control of rates and service. 





370 


And to go further, not only are the utilities consolidating in Mis- 
souri, but the consolidation is going on all over the country and 
eventually we will have a monopoly in control of the distribution of 
power all over the United States. Consumers in both country and 
city will be dealing with one huge company. Now, where will the 
consumer be? You can well imagine. We have seen what happens 
in other industries. We saw what happened when rival streetcar 
systems consolidated here in Washington. We remember when the 
Western Union and Postal Telegraph Cos. were in competition with 
each other; we had good service and good rates. But when Western 
Union absorbed the Postal Co., immediately they discontinued about 
half of their offices; and discontinued special rates and-now they charge 
more money for less service. 

That is what monopoly means. That is what we are confronted 
with here. 

Now, it is impossible to leave the impression that these farmers are 
trying to hurt somebody. They are trying to preserve their inde- 
pendence and maintain their own business. They are trying to help 
the country. The gentleman from Iowa very well said that with 
increased property they are now paying taxes when they did not pay 
taxes before. It is better for the farmer, it is better for the country, 
it is better for business, and it is better for the Internal Revenue 
Service of the United States Government to allow the farmer to 
operate his own REA, instead of Congress turning REA over to the 
Power Trust. 

Now, as to this other contract referred to by the gentleman from 
Ohio, it has been very clearly and conclusively shown to be the better 
plan. When the plan was in operation, when all of these companies 
were integrated, and there were lines running from one to the other, 
they supplemented each other. In that way thermal power supple- 
mented waterpower, and in that way when one was short and the 
other was long, they took care of the peak load demand. But with 
this SW revolving ‘und, they were rapidly paying off their debt, 
amortizing their obligations to the United States; and in a very 
short time, the cooperatives would have owned their own capital 
and farm consumers would have been independent. 


OWNERSHIP OF REA GENERATING AND TRANSMISSION FACILITIES 


There are two things on which the gentleman from Iowa and I 
fully agree. We do not think that the Government ought to own 
these lines. 

I think, Mr. Jensen, that you and I represent the opinion of the 
people throughout that section of the country, when we say that we 
do not want the Government to take over REA. 

On the other hand, as the gentleman from Iowa very well said, we 
do not want the power companies to take over REA either. We 
want the farmers to own their own facilities and the only way they 
can keep them is to permit REA to proceed as it was proceeding under 
the old contract as the gentleman from Iowa very well said, under 
which the farmers were getting adequate service at reasonable rates, 
and were rapidly amortizing their responsibility to the United States 
Government. 
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Now, why are contracts being held up here? The gentleman from 
New York requested repeatedly to know why contracts are being 
held up? The answer is very simple. 

When we broke up the system under which they helped each other, 
under which they used thermal power to supplement water power, to 
take care of the peak load, under which they were able to market 
both the thermal power and the water power when we abolished the 
Southwestern revolving fund, they could no longer pay expenses, and 
they are defaulting on their notes. They are producing thermal 
power that Southwestern cannot buy, and if anybody can give us a 
reason why we should have broken up the old system, under which 
they served the farmers so admirably and so successfully, we would 
like to have it. Can anybody give a reason why they should have 
taken the first step to destroy REA? 

Mr. JensEN. Mr. Chairman, will the gentleman yield? 

Mr. Cannon. Yes, I yield to the gentleman from Iowa. 

Mr. Jensen. We have not broken it up. 

Mr. Cannon. Yes, they have been broken up. 

Mr. JENSEN. We are integrating it. 

Mr. Cannon. There was testimony before us this last session, that 
they have been broken up into five separate 

Mr. JensEN. Oh, no, Mr. Chairman. The fact of the matter is 
that we are integrating every kind of power that is produced in that 
great area; municipal power, REA power, private power, Southwest- 
ern power, are all being integrated. The facts are that had it not been 
for the fact that the Southwestern Power Administration tried in the 
first contract, to take over all of the power of the REA’s, the REA’s 
would not have been in this situation. Nor, would we have been in 
this situation. You admit that you do not like that contract. 

We had to do something to stop that kind of business. We did, 
and it was necessary then to make appropriations to Southwestern 
Power so they could buy power from the REA, and pay the REA’s 
wheeling charge, and buy power from private utilities, and so on, in 
order to take advantage of all of the power from the different sources, 
in order to take care of the farmers of that area. 

I cannot go along with you, Mr. Chairman, in favor of hampering 
the private utilities. 





ACTIVITIES OF PRIVATE UTILITIES 


Mr. Cannon. The gentleman is wrong; I am not against private 
utilities. I have helped private utilities. 

Mr. Jensen. All right. I think the private utilities have been 
quite cooperative in the fact that the managers of REA’s in that area 
say that they appreciate the cooperation which the private utilities 
have given them. 

Mr. Cannon. Yes. The only thing I indicated with reference to 
private utilities was that they ought not to take over the REA’s. 

Mr. Jensen. Oh, absolutely. 

Mr. Cannon. Neither do I want the Government to take them 
Over. 

Mr. Jensen. After all, those are the men who manage the big private 
utilities companies, and they are just board members, representing 
the hundreds of thousands of stockholders—— 
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Mr. CaNNon (interposing). Yes; principally widows and orphans. 

Mr. Jensen. Yes, that is right. Of course you have to expect 
them to protect the interests of their stockholders. They cannot, 
since they pay local, State, and Federal taxes, to the total of some 4 
mills on every kilowatt of power they produce e, unless they have 
income that will produce the revenue that will enable them to continue 
in business and to pay dividends which the people are entitled to. 

Mr. Puiuurps. And taxes? 

Mr. Jensen. And taxes. 

Mr. Cannon, Not only that, but they also pay the cost of full page 
ads in magazines, costing hundreds of thousands of dollars, all of 
which come out of the consumers. 

Mr. Jensen. The consumer pays the final bill. The consumer 
pays everything eventually. 

Mr. Cannon. But what they pay in the way of advertising and 
propaganda amounts to more than the tax money. 

Mr. Jensen. The consumer pays ultimately, he pays all the bill. 

Mr. Cannon. And its more than REA charges. 

Mr. Jensen. I do not want the record to show that I am personally 
blaming the private utilities—— 

Mr. Cannon. Who want to take over 

Mr. Jensen. No; that is not fair at all. The private utilities do 
not want to take over the REA’s. They have proven that on many 
occasions. I do not know of any private utility in America that 
wants to take over the REA’s. They want fair competition but they 
cannot compete with the REA’s which do not pay Federal taxes. 
They do pay interest, but certainly they cannot be expected to 

Mr. Cannon. But. they do not pay propaganda and advertising 
expense. 

Mr. JensEN. They spend a lot of money for advertising purposes. 

We cannot be too hard on the private utilities because if these farm- 
ers of America had to compete with any farming industry, like the 
private utilities have to compete in the case of power production, and 
the transmitting agencies, the farmers of America would have an 
awful time living and getting a decent price for the products they 
produce. We had better not be too hard on them; but you are right, 
there is no Member of Congress that I know of that wants the Govern- 
ment to own or control the REA’s either. 

Mr. Kirwan. May | interrupt for a question? 

Mr. Cannon. Mr. Kirwan. 

Mr. Kirwan. But the Government was going to own and control 
them, because does not the contract say that at the end of 40 years 
the Government could take them over? Of course the Congress was 
not going to sit down here idle, at the end of 40 years, and let them do 
so. 

Mr. Jensen. They did put such a clause in the contract. 

Mr. Kirwan. The Congress would be here at the end of 40 years, 
and the Congress would not want them to be taken over. 

Mr. Jensen. Why did they put it in all of the contracts? I am 
not willing to take a chance on the complexion of the Congress 40 
years from now. The way things were going, it looks like we may be 
headed for socialism rapidly. 

Mr. Cannon. REA is not socialism. 

Mr. JENSEN. No. 
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NEGOTIATIONS WITH KANSAS CITY POWER & LIGHT CO. 


Mr. Cannon. With reference to the agreement which you are 
trying to effect between the five farm cooperatives and the Kansas 
City Power & Light Co.—— 

Mr. Neutsen. We are working on that now. 

Mr. Cannon. What rate did the Kansas City Power & Light Co. 
want to charge the farmers, Mr. Nelsen? 

Mr. Neusen. Mr. Cole, do you have an estimate on the rates that 
would have resulted? Having in mind this—in order to figure the 
rates, you would have to know how much hydro capacity you can 
get, and that has gone down, due to the drought, and that is one of 
the problems. That will affect the rates. 

Mr. Cannon. Of course we are only interested, Mr. Nelsen, in the 
end result, 

Mr. Nextsen. That is right. 

Mr. Cannon. We are interested in how much the farmer will have 
to pay; will he have to pay more or will he have to pay less, or can he 
secure his current at the same price? 

Under the contract with the Kansas City Power & Light Co., what 
rate will the farmer have to pay, compared with the rate he paid under 
the old contract? 

Mr. Nexsen. Can you supply that information, Mr. Cole? 

Mr. Cote. The Northwestern-Kansas City Power & Light agree- 
ment is a little different from the others, in that under the old contract 
the members of the NW Cooperative would receive schedule A power 
at’ Missouri City, and they would have had to pay the cost of the 
transmission system from Missouri City. 

Under the other arrangement, under schedule A, it was estimated 
that 5.5 mills—and you would have had to add the cost of transmis- 
sion to the load center of the distributive cooperative. We do not 
have as yet the final figures between Kansas City Power & Light and 
Northwest Cooperative. I just saw the terms of the hydro contract 
which I received on February 28. It is my understanding that in 
that one instance, the expected rate to the distribution cooperatives 
remains the same. 


FINANCIAL STATUS OF REA COOPERATIVES 


Mr. Cannon. Mr. Nelsen, in view of the fact that the question has 
been raised, are these REA companies keeping their heads above 
water, or are they falling behind? 

Mr. Netsen. Mr. Cole, will you answer that? 

Mr. Cote. The amortization payments and interest payments are 
not yet due. 

Mr. Cannon. It is my understanding that one of Central’s notes 
became due on January 31, 1955, and that one of Northwestern’s 
became due January 31, 1955, and that they are both now in arrears. 

Mr. Neusen. Yes. 

Mr. Cannon. Is that correct? 

Mr. Neusen. That is right. 

Mr. Zoox. One of them, Mr. Chairman, has paid the money in 
advance. 

Mr. Netsen. In advance? 
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Mr. Zoox. Yes. 

Mr. Cannon. Are any of these notes that became due on January 
31 still unpaid; do they remain unpaid as of this time? 

Mr. Zoox. As of this date some of them do; yes. 

Mr. Cannon. In other words, they are not keeping up; they are 
not able to pay up? 

Mr. Puruures. Does the record disclose at some point what South- 
western pays for current when it buys it from private utilities, and 
what it charges when it sells to the REA’s and what the REA charges 
when it resells it. What percentage of the current that is produced 
and purchased by Southwestern is used for agricultural purposes as 
opposed to that which might be sold for industrial uses? 

Mr. Cannon. All we are interested in is what the farmer has to pay. 
I believe the testimony here is that the farmer had to pay 5% mills 
under the old contract. Is that correct? 

Mr. Coxe. Under schedule A, plus the distribution costs of the 
cooperatives. 

Mr. Cannon. Well, will you answer for the record the question 
asked by the gentleman? 

Mr. Netsen. There will be in the record the information giving the 
rates. 

Mr. Coxe. In dealing with the figures of Southwestern, do you 
mind if we check the record and find out where we stand, so we can 
submit an answer to your question? 

Mr. Cannon. We will be glad to have you do that, Mr. Nelsen. 

Mr. Neusen. Thank you. 

Mr. Cannon. You may provide the data when the transcript of your 
testimony comes to you, and insert it in the record at this point. 
And of course we want to know what outstanding obligations are 
unpaid at this time. 

Mr. NEtsen. Yes. 

(The information requested follows:) 


COOPERATIVES FINANCIAL STATUS AND POWER COSTS 
NORTHWESTERN Exvectric Power Co-op, Inc., Cameron, Mo. 


Members receiving power: 
Atchison-Holt Electric Co-Op, Rock Port, Mo. 
Farmers’ Electric Co-Op, Chillicothe, Mo. 
Grundy Electric Co-Op, Inc., Trenton, Mo. 
Nodaway-Worth Electric Co-Op, Inc., Maryville, Mo. 
North Central Missouri Electric Co-Op, Ine., Milan, Mo. 
Northwest Missouri Electric Co-Op, Savannah, Mo. 
Platte-Clay Electric Co-Op, Inc., Platte City, Mo. 


Status of REA loan account as of Feb. 28, 1955 


Amount of loans___-__ cia tea A ia el eis See ne te ge GaN aa $24, 279, 606. 01 


Unadvanced balance aS ‘a eu b de  Me 1, 435, 534. 78 
Amount advanced_-_____-_ ‘ _.. 22, 844, 071. 23 


Ts ch ame wand deabeianabienld ashe 4 1122, 679. 36 

Unpaid principal balance____________----- 22, 721, 391. 87 

Deferred interest 21, 176, 994. 01 
1 This borrower has a cushion of credit at Feb. 28, 1955, of $19,796.36. 


2 All interest deferred for a period of not to exceed 5 years, it is then repaid in equal insrallments over 
the remaining life of the loan. 
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eS : jer, a Note Ist payment | Quarterly 
Note number | Note date Basis date eenonnat fon | installment 
4010__- ick atteihl dol tdiliaatiealiag tae Jan. 25,1950 | Jan. 25, 1955 $9,038, 737.90 | Jan. 31, 1955 | $106, 272. 88 
ist supplement to note 4010.....| Feb. 15,1952 | Feb. 15, 1957 | 6, 237, 237.69 | Apr. 30,1955 | ! 73,664.12 
2d supplement to note 4010-_-~_-- | Jan. 21,1953 | Jan, 21,1958 | 3, 117,024.41 | Jan. 31,1958 | | 37,063.02 
4020... a _.....-----| Jan, 21,1953 | Jan. 21,1958 | 1,999,874.05 | Jan. 31,1958 | 1 23, 622. 67 
ist supplement to note 4020 Feb. 15,1954 | Feb. 15,1959 | 3,477, 125.95 | Apr. 30, 1959 1 41, 492. 55 


WD Fo cman titanic temipdenee | Feb. 1,1954 | Aug. 25,1954 | 409, 606.01 | Oct. 31, 1954 ' 4, 584. 96 





1 These are estimated quarterly installment rates. 
2 This is a note covering an assumption of obligation, 


Current financial data from Dec. 31, 1954, financial statement 


Current assets: 


nN, NN $479, 675 
I NO 308, 890 
9 RI a ee 7,713 


——— $796, 278 
Assets not convertible into operating funds: 


I RO emanate 239, 867 
Cash-REA construction funds._................ ~~ 283, 086 
RN ee a a eae 4, 440 
——-- —— 527, 393 
SOthL GUITeEnt And Sndrued. easels”... Jo. See 1, 323, 671 
Cushion of credit (prepayment to REA)........................- 1130, 611 
Total current and accrued liabilities_................___--- 5, 227 
Operating margin (deficit) for 19543_._.......-.-...-.--...-.... (114, 242) 


1 As of Feb, 28, 1955, this was reduced to $19,796. 
‘Margin on accrual basis according to usual FPC accounting standards. 


Average rate at which power was sold during 1954 (partial year’s operation) 
Per kilowatt- 
hour 
LO ON). NE ia is ed dated dis ts shit enna $0. 0096 
To KAMO Electric Cooperative of Vinita, Okla__.............___--- . 0053 
To others including SPA (does not include revenue from wheeling) _---- . 0060 


Average cost of power to farm members of distribution cooperatives, 1954! 


| Average kilo- 


Average cos 
A verag t | watt-hour 











Cooperative “So ™ used per 
hour? farm member 
per month ? 

=~ ence AaTacciiaeeenetaiciatiiiaaias adalat ie ania leon s Leiediiiaihadindiiiass 
Atchison-Holt Electric Cooperative-.-_.-- pethahnind ine ctracine gel ition oobi Sti $0. 0323 | 282 
Farmers’ Electric Cooperative. ..............-----.-..----...---- eee eae - 0422 | 165 
ACAD ec cmtispettieeiestsbbiitasd | . 0415 | 162 
NORTE S yr Oren nennD S00. BO gg ooo nnn cs - cop hee ween | . 0382 | 208 
North Central Missouri Electric Co-op., Inc..................--------------- | . 0527 114 
Northwest Missouri Electric Co-op__...................---.- iia 2 . 0345 232 
Platte-Clay Electric Co-op., Inc.._...........--- iecceuniahdihise Sean anata eceaigalimance . 0384 202 





1 Many of the retail rate schedules prevailing in this area are based on an assumed power cost of former 
SPA schedule A (5.5 mills at 50 percent load factor). When the rate level is finally established, these retail 
rates will have to be reexamined. 

? The figures in these columns cannot be compared directly. The average cost of power reflects the effect 
of the rate schedules which provide for a decrease in the cost per kilowatt-hour as consumption increases. 
For example, on a typical rate schedule for this area a minimum user would pay approximately 8.1 cents 
per kilowatt-hour for 40 kilowatt hours, where a farmer using 250 kilowatt hours per month would pay 
approximately 3.6 cents per kilowatt-hour. 
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WestERN FarMeRsS ELEcTRIC COOPERATIVE, ANADARKO, OKLA. 


Members receiving power: 
Cimarron Electric Cooperative, Kingfisher, Okla. 
Caddo Electric Cooperative, Binger, Okla. 
Oklahoma Electric Cooperative, Norman, Okla. 
Southwest Rural Electric Association, Inc., Tipton, Okla. 
Northfork Electric Cooperative, Inc., Sayre, Okla. 
Rural Electric Cooperative, Inc., Lindsay, Okla. 
Kiwash Electric Cooperative, Inc., Cordell, Okla. 
Cotton Electric Cooperative, Walters, Okla. 
Harmon Electric Association, Inc., Hollis, Okla. 
Northwestern Electric Cooperative, Inc., Woodward, Okla. 


Status of REA loan account, as of Feb. 28, 1955 


$16, 273, 000. 00 

1, 703, 377. 84 

14, 569, 622. 16 

Principal repayments. - _ - 70, 680. 35 
Unpaid principal balance 14, 498, 941. 81 
Deferred interest 1699, 970. 01 


1 Deferred interest is repayable over the 35-year life of the loan. 





amount due installment 


ca 7 
Note number | Note date | Basis date ete Ist payment | Quarterly 

| 

| 


Las -| July 16, 1945 | June 15, 1950 : Mar. 15, 1949 
_ pes : ‘ | June 15, 1946 | June 15, 1951 Sept. 15, 1951 
4030_ __- __..| Jan. 20,1950 | Jan. 20, 1955 | 4, Mar. 31, 1955 
ist supplement to note 4030...__; Apr. 1,1952 | Apr. 1, 1957 | 7, June 30, 1957 
4040 sictansewcccescecccs| GE ED EEED | Say, Bn ues Sept. 30, 1954 
4050 j .--| Oct. 25, 1952 Oct. 25, 1957 | | Dec. 1957 
lst supplement to note 4050_. June 1, 1954 “me 1, 1959 | June 

4060 


Sade % aan stn ak [eee om .do 
Sith Ch de atcmsdwednes tinue <a Dec. 21, 1954 Dec. 21, 1959 | “Dec. 31, 1959 


1 This was a note originally dated July 25, 1941, for $500,000 with the first payment of interest and principa! 
due July 25, 1945. A refunding note was executed granting a 5-year deferment of current interest, deferred 
interest, and principal payments. 

? These are estimated quarterly installment rates. 


Current financial data from Dec. 31, 1954, financial statement 


Current assets: 
General funds, c $149, 481 
Investments - 366, 615 
i 137, 618 


926, 980 

288, 372 

Propeyatnals and sears pee eeeese ses ahr ro ek uele ae 23, 656 
1, 239, 008 


Total current and accrual assets 1, 892, 722 


Current liabilities due from general funds______.__...---.--.--.---- 51, 198 
Accounts payable from REA construction funds____.......-------- 415, 734 


Total current and accrual liabilities._._............__...---- 466, 932 
Operating margin (deficit) for 1954 ! (129, 230) 
Operating margin (deficit) for previous years ! 


! Margin on accrual basis according to usual F PC accounting standards. 


Average rate at which power was sold during 1954 
Per kilowatt- 
hour 
er CE TIONS. 6 oc vn dkcecdandéacnscentsustdsanccccecae $0. 0067 


. 0071 
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Average cost of power to farm members of distribution cooperatives, 1954! 


y Average kilo- 
ieee on watt-hours 
seaereee kilowatt- used per farm 
hour ? member per 
month ? 


Cimarron Electric Cooperative E 190 
Caddo Electric Coo . 0377 166 
Oklahoma Electric Cooperative : . 0421 163 
Southwest Rural Electric Association . 0392 | 155 
Northfork Electric Cooperative . 0438 | 136 
Rural Electric Cooperative ; . 0457 136 
Kiwash Electric Cooperative | . 0397 | 160 
Cotton Electric Cooperative 0453 | 143 
Harmon Electric Association . 0475 119 
Northwestern Electric Cooperative . 0366 214 





1 Many of the retail] rate schedules prevailing in this area are based on an assumed power cost of former 
SPA schedule A (5.5 mills at 50 percent load factor). When the rate level is finally established, these retail 
rates will have to be reexamined. 

2 The figures in these columns cannot be compared directly. The average cost of power reflects the effect 
of the rate schedules which provide for a decrease in the cost per kilowatt-hour as consumption increases. 
For example, on a typical rate schedule for this area a minimum user would pay approximately 8.1 cents per 
kilowatt-hour for 40 kilowatt-hours, where a farmer using 250 kilowatt-hours per month woud! pay approxi- 
mately 3.6 cents per kilowatt-hour. 


CrenTRAL Evectric Power CoopEerRATIVE, JEFFERSON City, Mo. 


Members receiving power: 
Boone Electric Cooperative, Columbia, Mo. 
Howard Electric Cooperative Association, Fayette, Mo. 
Callaway Electric Cooperative, Fulton, Mo. 
Consolidated Electric Cooperative, Mexico, Mo. 
Three Rivers Electric Cooperative, Linn, Mo. 
Sho-Me Power Corp., Marshfield, Mo. 


Status of REA loan account as of Feb. 28, 1955 


Amount of loans _. $13, 888, 000. 00 
Unadvanced balance , 782, 802. 80 
Amount advanced 13, 105, 197. 20 
Principal repayments 80, 585. 00 
Unpaid principal balance _ 13, 024, 612. 20 
Deferred interest ! 820, 352. 17 


1 Deferred interest is repayable over the 35-year life of the loan. 


» Note lst payment | Quarterly 
Note number Note date Basis date amount dne seatelienent 


Nov. 19,1949 | Nov. 19,1954 | $11,350,000 | Jan. 31,1953 | $132, 380.76 
Nov. 15,1951 | Nov. 15, 1956 2, 538,000 | Jan. 31,1957 | ! 29, 421.30 





i This is our estimated quarterly installment rate. 
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Current financial data from Dec. 31, 1954, financial statement 


Current assets: 
Cash, general funds $359, 443 
Accounts receivable 1, 053, 299 
Investment ; 1, 252 
$1, 413, 994 


$260, 953 
Cash, REA construction funds. .............__--~- 101, 347 
Prepayment and accruals 11, 925 


374, 225 


Total current and accrued assets__.........-...-.--.------ 1, 788, 219 
Jurrent liabilities: 
Accounts payable, general $735, 033 
Other 39, 529 
——_——- 774, 562 
Account payable from REA construction funds___._......._...--- 58, 939 


Total current and accrued liabilities 833, 501 
Operating margin (deficit) for 1954 } (31, 525) 
Operating margin (deficit) previous years ! (102, 361) 


1 Margin on accrual basis according to usual FPC accounting standards 


Average rate at which power was sold during 195. 
Per kilowatt-hour 
To distribution co-op members 
To Sho-Me Power Corp 
To SPA (does not include revenue from wheeling) 


Average cost of power to farm members of distribution cooperatives, 1954 } 


| : 
Average cost A rereeey 
; : watt-hour 
re oe | of power per | ~ eg 
ooperative kilowatt- used per 
hour 2 farm member 
per month ? 





——— - - —— ———en0—— 


Boone Electric Cooperative ee eee $0. 0436 180 
Howard Electric Cooperative Association...............-.-.-.-.-----.------- - 0412 157 
Callaway Electric Cooperative --.__- wd - 0459 166 
Consolidated Electric Cooperative... .____- rt rele Mavala nalesam ieee ae . 0335 226 
Three Rivers Electric Cooperative-_-- sine . 0453 168 
ce assdan cuban wenaees . 0462 127 





1 Many of the retail rate schedules prevailing in this area are based on an assumed power cost of former 
SPA schedule A (5.5 mills at 50 percent load factor). When the rate level is finally established, these retail 
rates will have to be reexamined. 

2 The figures in these columns cannot be compared directly. The average cost of power reflects the effect 
of the rate schedules which provide for a decrease in the cost per kilowatt-hour as consumption increases. 
For example, on a typical rate schedule for this area a minimum user would pay approximately 8.1 cents 
per kilowatt-hour for 40 kilowatt-hours, where a farmer using 250 kilowatt-hours per month would pay ap- 
proximately 3.6 cents per kilowatt-hour. 


Mr. Cannon, Thank you for your statement. 
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STATEMENT OF ASSISTANT SECRETARY AANDAHL 
IMPORTANCE OF REA PROGRAM 


Mr. Cannon. Governor Aandahl, we will be very glad to hear from 
you. 

May I ask you what percent of the farmers of your State have access 
to REA facilities? 

Mr. AANDAHL. Something in excess of 90 percent of the farmers in 
North Dakota now have electricity. 

Mr. Cannon. What effect has REA had upon the farmer and his 
productive capacity in your State? 

Mr. AanpauL. Mr. Chairman, I feel that rural electrification 
movement is one of the best programs, most constructive programs, 
that the Government has ever sponsored. 

Mr. Cannon. Is the rate in your State sufficiently reasonable; 
that is, low enough, that the average farmer with the average income, is 
able to pay his electric bill, or do you feel there are still many who are 
not able to pay it? 

Mr. AanpaHL. No. If so, there would be very, very few. Of 
course, we must recognize that this also may be true of grocery bills, 
but as far as the overall essentials are concerned, there are very few 
who cannot meet the bills in this period of inflation and prosperity. 

Mr. Cannon. It is necessary, however, that the rates be kept low 
enough to serve them; be kept at a figure they are able to pay? 

Mr. AANDAHL, Yes. 

Mr. Cannon. Of course the rates which the cooperatives charge 
must be sufficient to enable them to meet the cost of power and reduce 
their obligations to the Government? 

Mr. AANDAHL. Yes. Of course, it is necessary that the coopera- 
tives amortize the loans that were made to them by the Government. 

Mr. Cannon. They must charge the consumers a rate which the 
consumer can afford to pay, and at the same time enable the coopera- 
tive to meet their obligations? 

Mr. AANDAHL. Yes. 

Mr. Cannon. The notes which the testimony shows to be on Janu- 
ary 31, and which have not yet been paid, would indicate that recently 
they are not making enough for that purpose? 

Mr. AanpaHt. I think the difficulty in the Southwestern Power 
Administration area, as far as the five generator and transmission 
cooperatives are concerned, is embodied in the fact that the facilities 
were somewhat overbuilt for the present load, which they have down 
there, and those lines were just recently completed and have just 
begun to operate. Their lines have a capacity which is much more 
than the load they are now carrying. I think when the lines are 
fully loaded, that the repayment is not going to be too difficult at 
present price ranges. But there is this inbetween period when they 
are having some difficulty in having revenue sufficient to meet their 
amortization payments. 
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Mr. Cannon. You feel that there will be a sufficient increase in 
demand for power to require that additional load? 

Mr. AANDAHL. Yes, in a few years the facilities will be loaded 
to capacity. 

Mr. Cannon. You know, Governor, we had a rather amusing expe- 
rience on the part of practically all the REA cooperatives. The 
farmers came in and said that they just wanted enough electricity 
for 1 light; that they did not want any more power; just wanted 
electricity for 1 light. And within just a few days, they came in 
and said they wanted more lights; some of them wanted more lights 
for the house, and lights in the barn. Then the wife wanted an 
electric iron, an electric washer, and an electric stove, and the farmer 
wanted an electric motor and it was not long until the man who first 
wanted one light, was constantly expanding his requirements and 
his demands on the REA for more power. 

Mr. AANDAHL. Yes. 

Mr. Cannon. I suppose that has been true everywhere, and I sup- 
pose they are continuing to expand their needs. 

Mr. AANDAHL. That is correct. 

Mr. Cannon. So that it is much better, and we are in a much better 
position to have overbuilt than we would have been if we had under- 
built, would you say? 

Mr. AANDAHL. I am sure they will be needing these facilities in 
due time. 


CONTRACT DIFFERENCES BETWEEN REA CO-OPS AND PRIVATE UTILITIES 


Mr. Cannon. Now, Governor, I wish you would give us this in- 
formation. We were told that there are three major differences be- 
tween the Central Coop and the Union Electric Co., in that the 
Union Electric Co. wishes to charge them 10-plus instead of 5.5-plus 
which they were paying. Is that correct? 

Mr. AanpaHt. I do not have any specific mformation about the 
negotiations between the Central Cooperative and the utilities, but 
on February 18, we finished a 3-day conference with the Northwestern 
Cooperative, the Kansas City Power & Light, and the SPA people and 
my people and they have completed the drafting of a contract under 
which SPA will sell hydropower to Northwestern. 

I have a copy of that contract; it was in rough-draft form with 
penciled corrections, and was taken out to the field to mimeograph. 
I now have a copy on my desk, and it is my understanding that 
everyone involved is ready to sign the contract. 

Mr. Cannon. Very well. 

What will the farmer pay under that contract? 

Mr. AANDAHL. Well, under that contract, we really agree to sell, 
SPA agrees to sell to Northwestern, at the regular established SPA 
rate for Federal power. 

Mr. Cannon. We want to get the established rate; who establishes 
the rate? 

Mr.. AANDABL. It is established by the Government—it is estab- 
blished by SPA and approved by FPC. 

The 5.5-mill rate that you have been talking about will be increased 
to a little better than 7 mills. It will be more than 1% mills 
higher. Under that rate schedule the power that was formerly selling 
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at 5.5 mills will be selling at 7.16 mills. Those rates have been set up 
for the purpose of amortizing the Federal investment in the power, 
in the SPA area, in 50 years, with interest. 

It has been found necessary to increase the rate from 5.5 to 7.16 
mills. 

Mr. Cannon. Evidently you did some good work, Governor, 
because the first figure was 10 plus, so you have evidently brought it 
down from 10 to 7. 

Mr. AANDAHL. No; just a moment. The figure that I am giving 
you does not necessarily reflect the prices because there will be other 
factors, and it does not determine or establish the price that the 
Kansas City Power & Light may charge the REA for the power that 
REA gets from them. ‘This is the price at which we will sell Federal 
power to the Northwestern Cooperative. And the Northwestern 
Cooperative will enter into an integration contract with the Kansas 
City Power & Light to integrate with steam power, thus developing 
the required amount of firm power. They will sell the power to the 
distributing cooperatives at prices that will be determined in that 
contract between the Northwestern and the Kansas City Power & 
Light Co. 

Mr. Cannon. That is not so good, Governor; that is not so good. 
It seems to me that you should have gone further and have something 
to say as to what the farmer is going to have to pay. If we do not 
protect the farmer no one else will. 

Mr. AanpaHt. In further answer to that question, if I may 
continue. 

Mr. Cannon. Certainly. 

Mr. AANnDAHL. The contract worked out between the Northwestern 
and Kansas City Power & Light will be attached to this contract that 
SPA has with Northwestern before it is signed. That is one of the 
stipulations which have to be met, and when we sign the contract to 
sell this hydroelectric power to Northwestern, we will know how 
they are going to use the integration with the Kansas City Power & 
Light and what rates Kansas City Power & Light is going to charge 
them for the power. 

Mr. Cannon. As I understand it, the private companies wanted 
them to pay 10 plus, whereas you have been able to bring it down 
to about 7.5 plus. Do you think they could live at that rate? 

Mr. AANDAHL. Yes. 

Mr. Cannon. Do you think the cooperative could supply their 
customers and amortize their obligation to the Government? 

Mr. AanpaHL. Yes. In our analysis we must correct that 5.5 
mills against the 7.16. And you must also bear in mind that North- 
western has the transmission expense beyond Missouri City, and that 
would involve still more. 

Mr. Cannon. We were discussing the terms on which the utilities 
were willing to contract with the cooperatives. 

Now, of course, the terms can be made as far as they have been 
heretofore, and sufficiently fair to give the farmers a reasonable rate, 
and at the same time amortize their obligations to the Government, 
or they can be made so unfair that the farmers cannot pay off their 
obligation, and they will default on the notes, just as they are default- 
ing on these notes due January 31. 
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The cooperative in my immediate neighborhood is the Central 
Electric Cooperative, and in this reorganization they must buy their 
power from the private utilities, which includes the Union Electric Co. 
of St. Louis, and the Union Electric Co. insisted on three conditions 
for purchase of power which apparently account for the delay in 
agreement. 

The first condition was that instead of paying 5.6, as formerly, they 
should pay 10.6, almost doubling the charge to the cooperative, and 
of course if the cost were placed where the Union Electric Co. wanted 
to put it, they might either have to charge the farmers more than the 
farmers could afford to pay or they would have to default on their 
Government obligation. 

Then, of course, when they default to the Government, it is merely 
a question of time when they will be put under the hammer and, when 
they are put under the hammer, there is no one to buy but the Union 
Electric Co. which means turning it over to the private utilities. In 
other words private utility terms could result in absorption by private 
utilities. 

As Mr. Jensen said here this morning, and he and I completely 
agree, we do not want to turn REA over to the Government, and | 
feel we all agree completely that we do not want to turn it over to the 
private utilities. 

The farmers ought to be allowed to maintain their own cooperatives, 
and receive a reasonable rate, and pay off their obligations to the 
Government. It has not been shown that they could do that if 
required to pay 10.6 cents instead of the 5.6 cents they are now 
paying. 

So, you can readily see why there would be some delay. It was 
merely a question of whether they will lay their heads down on the 
block to be chopped off at a rate almost double what they had been 
paying. 

They also insisted on another condition whereby the Union Electric 
Co. refused to contract with the Central Farmers Cooperative unless 
they would turn over to the Union Electric Co. control of all of 
Central’s transmission lines. That seems to be an unreasonable 
requirement, because with the Union Electric Co. controlling the 
transmission lines which had been bought and paid for by the Farmers 
Cooperatives and on which Central pays the taxes they could divert 
from that line current which was intended for the Farmers to St. 
Louis, which is the headquarters of the Union Electric Co. 

That was their second requirement. 

Their third requirement was that the Farmers should handle no 
business over 50 kilowatts. 

Mr. Taper. What was that last figure? 

Mr. Cannon. That the farmers should handle no accounts over 50 
kilowatts. 

Mr. Jensen. Was not that to the effect that they should not sell to 
anyone who used over 50 kilowatts? Is that what you mean? 

Mr. Cannon. And if they did, they should charge ‘hem not at 
farm rates, but at utility rates and pay Union Electric the difference 
between the two rates. 

Mr. Cannon. Could you tell us something about this? 
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FUNCTIONS OF SOUTHWESTERN POWER ADMINISTRATION 


Mr. AANDABL. First, I want to call to your attention that SPA 
is a power-marketing agency; we have hydropower to sell. The 
REA groups are preference customers, but we will just forget that 
for the moment, and I will pick that up a little later. 

The REA groups are preference customers, and we give them a 
first choice the same as we do with municipalities which are preference 
customers, as well as public utilities. We give them a first choice 
on the power which we have for sale. 

This integration with the private utilities which you are talking 
about, and the negotiations between the REA’s and the utilities, is 
really beyond the responsibilities of SPA, except that SPA is a Federal 
agency and we are interested in the welfare of the cooperatives, and 
we want to be as helpful as possible to see that the integration contract, 
which is really a side issue, as far as we are concerned, is as favorable 
and as satisfactory as possible to the REA’s. 

With that in mind, I will make some comments with respect to 
these three points which you have raised, which is a negotiation that 
is really taking place outside of our sphere of responsibility. 


COST OF POWER 


You first dealt with the suggestion of the utilities that they would 
have to have 10 mills for the power that they sold to the REA’s 
distributing cooperatives. As I mentioned this morning, SPA has 
found that it will be necessary to increase the rate from 5.5 mills to 
7.16 mills. The schedule A rate which we have had for a number of 
years is now over before the Federal Power Commission with a revi- 
sion, making it 7.16 mills. 

Now why was that necessary? The old schedule was 5.5 mills, 
and was established quite a number of years ago when the cost of 
those hydro projects were estimated figures. The inflation during the 
war period and the higher prices which prevailed at the time those 
projects were built by the Corps of Engineers, and the transmission 
facilities of the Department of the Interior, through SPA, was much 
higher than it was estimated originally. In order to get the payout 
there must be a higher power rate than was suggested a number of 
years ago when old schedule A was first established at about 5.5 
mills, and that new figure is 7.16 mills. 

Now, then, if those inoperative contracts that were entered into 
between SPA and the cooperatives in 1949 and 1950 were put into 
operation, the rate of 7.16 mills would have to be still further in- 
creased, but just how much I do not know. However, that kind of 
operation on the part of SPA would be additional operating expenses. 

[ have had some recent estimates on that increase, but they are 
sufficiently uncertain that I would not care to give them to the 
committee, but I can say witheut any hesitancy at all that the rate of 
7.16 would not be adequate. So, to compare to this 10-mill rate, we 
must not use the 5.5 mills, but we must use something greater than 
7.16 as our starting point to compare. 

Now, taking SPA power at 7.16 in the case of NW, there are some 
additional transmission costs which have to be absorbed beyond 
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Missouri City before the power is out to the distributing cooperatives 
themselves. 

Just what that cost would amount to, I do not know, and if these 
integration contracts were worked out with the utilities, the utilities 
would pick up that additional transmission cost and, maybe, this 
figure of ten mills, while it seems a little high, is not too far out of line. 
I think that figure, with other information that the G. and T.’s have. 
would at least be a starting point for compromise, and reconciliation. 

I do know that Mr. Martz of NW—and may I say that I am not 
too close to the negotiations of Central, but they are not so far ad- 
vanced, and they have not come out with a proposed contract, but 
they are following in the wake of the negotiations that are on between 
NW and the Kansas City Power & Light Co.—but during the negotia- 
tions that we have had, Mr. Martz, of NW, has indicated a sizable 
degree of satisfaction with the efforts of Kansas City Power & Light Co. 
in trying to work out a satisfactory integration contract. However, 
he has not spoken to me specifically about the rates which they will 
suggest, or whether or not they will be satisfactory in order to meet 
the requirements of NW in its payoff, but I think that good progress 
is being made there, and, as I said this norming, we do have a hydro 
contract under which we will sell the power to NW, as soon as they 
get this integration contract worked out. 

Now, the second point was the one—— 

Mr. Cannon. Before you leave that, Governor, we are a little 
surprised at the increase in the cost of electric power, because the 
newspapers last week reported that electric power was being produced 
cheaper than ever before, and that in a number of localities they were 
decreasing the rates to the consumers. 

Also, this morning’s paper reports that Missouri Light & Power has 
filed a reduced rate for natural gas which will result in a saving of 
$141,200 to its 22,000 customers. Gas and electric rates are related. 
But here they want to raise rates for electricity 50 percent. How can 
that be justified? 

Mr. Aanpanu. I think, probably, the statement that you have in 
mind there is one that relates to steam generation where the new 
plants that are being built are plants of tremendous capacity, and 
efficiency is brought in there with the volume, and efficiency is also 
brought in with the newer types of equipment which is being used in 
that steam generation. 

I think the statement which you have in mind there is one which 
relates to a somewhat lowering of the cost of steam power. We have 
no steam power to sell, except the little that we buy occasionally for 
firming purposes. 

We are selling hydropower and the cost of hydropower has proven 
to be greater, after we have learned the exact cost of all the installa- 
tions which have been made by the Federal Government, than it was 
estimated to be some years ago when this rate, schedule A, was 
established. 

OPERATION OF TRANSMISSION LINES 


Mr. Cannon. Now, about the second point, the taking over of the 
transmission lines? 

Mr. AANDARL. Yes. 

On the second point, I note that in_ the case of the negotiations 
between NW, G. and T. and Kansas City Power & Light, it is the 
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desire of the Northwestern Cooperative that the operation of their 
transmission lines be taken over by Kansas City Power & Light. 
The reason for that is that the capacity of the transmission line 
which NW has is so much in excess of their needs at the present time 
that they cannot be loaded to the point where the revenue from the 
transmission of power will meet the payout requirement, unless 
there are loads added to the loads of the cooperative. 

So, under this contract negotiation, NW is really asking that 
Kansas City Power & Light take over the operation of these lines in 
order that those lines will carry not only the loads that are needed 
for the REA customers themselves, but that it can carry any addi- 
tional load that might be of advantage to Kansas City Power & Light, 
in order to get a payload that will meet the payout requirements. 

I think somewhat the same circumstance is true in the case of 
Central in its integration negotiations, although I am not so familiar 
with the details there as I am in the case of NW. 

Mr. Cannon. I have had no information at all on the negotiations 
of Northwestern with the Kansas City Power & Light, but Central, 
protested vigorously against giving over covtrol of their powerlines. 

Mr. AANDAHL. Yes. Well, as far as we are concerned, the coopera- 
tives do not need to enter into any integration contract with the utili- 
ties. Those integration contracts are really only a means whereby 
the cooperative can improve its economic position in order to meet 
the repayment schedules which they have, and thereby bring cheaper 
power to their member cooperatives. 

Mr. Cannon. Of course, it was to the disadvantage of the coopera- 
tive to give up control of its line, and then continue to pay taxes on it. 
It is to their disadvantage, and they protested, but seem to have had 
no alternative. 

Mr. AANDAHL. Well, in the case of Central, we have this situation: 

Central has an installed generating capacity of 15,000 kilowatts. 
I can only give you a rough estimate of their loads. Central’s load 
is about 12,000 kilowatts, and Sho-Me, which is a part of Central, 
has a load of about 25,000 kilowatts. so, they have a load together 
of 37,000 kilowatts, with 15,000 kilowatts of their own capacity. 

SPA is willing to sell them whatever hydropower they need to make 
up the difference. 

Mr. Cannon. Of course, Northwestern and Central want SPA to 
buy this surplus power. 

Mr. AAnpAHL. In the case of Central, there is no surplus power. 
Central has a 15,000-kilowatt capacity with a load of about 37,000 
kilowatts. 

Mr. Cannon. Northwestern has 2 units and they want Southwestern 
to buy the surplus. 

Mr. AAnpDAHL. That, of course, is a separate consideration, and I 
can give you a statement on that also, but as far as Central is con- 
cerned, they have no surplus capacity; they have less than half of 
what they need themselves, and when we speak of Central, we think 
of them with Sho-Me as a part of their organization, because Sho-Me 
is one of them. 

Mr. Taser. What is Sho-Me? 

Mr. AANDAHL. Sho-Me is referred to as one of the other G. and T. 
cooperatives out there. However, it is set up under State law under 
a little different circumstances than the ordinary G. and T. I cannot 
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tell you exactly what it is, but in our dealings with them, we think 
of them as a generating and transmission cooperative, just as North- 
western and Western Farmers, which are other generating and trans- 
mission cooperatives. Sho-Me is a part of Central in the inoperative 
contract that we have pigeonholed at the present time. 

Mr. Taser. Do they have the capacity in their transmission line 
to carry the 37,000 kilowatts? 

Mr. AAnpDABL. Yes, sir; they have ample transmission capacity, 
and a little bit more, and SPA is willing to enter into a reasonable 
contract with them at any time for the sale of the additional hydro 
that they need. We do not need any sizable appropriation as is 
being talked about in this supplement for that purpose. 

_ We can sell them hydro, just as we sell hydro to any other coopera- 
tives. Justa little later I will get into an explanation of these interim 
contracts, and give you the picture of what is involved in those interim 
contracts, and that will tie back to what we are saying now. 


COST OF HYDRO POWER 


Mr. Jensen. Mr. Aandahl, I think it is well to say at this point 
that hydro power today is the highest priced power which can be 
produced, because of the terrific cost of hydro-power dams. I was 
surprised when about 7 years ago Ben Creim, who was the engineer 
for the Central Valley project, appeared before the committee and 
supported the appropriation for Central Valley power project, and 
said ‘‘Well, of course, gentlemen, you know that hydro power is the 
highest priced power which can be produced today.”’ I said “‘What 
do you mean?” 

He said “Just that.’’ He said because of the terrific cost of hydro 
powerplants that was the case. Here is what happened: they have 
these great steam plants now producing firm power. Hydro power 
is peaking power, and steam power is firm power, or constant power. 
You have to have steam plants to supplement hydro power because 
it is so uncertain. 

Right now in the Missouri Valley we are in a bad fix. The power 
rates were set at 5.5 mills about 8 years ago. The cost of construction 
of hydro powerplants now has risen over 100 percent since that time. 
If we would charge that advanced cost in the power rate structure, 
we would price Missouri Valley power off the market. The REA 
engineers and the private power engineers in that area say that the 
most they can pay for hydro power in the Missouri Valley is 7.5 mills. 

At this time, with natural gas, they are producing power in steam 
plants for less than 4 mills right in our area, and they can do it in other 
areas. So, you see, we have quite a problem to handle in selling hydro- 
power for somewhere near what it is worth. We cannot sell it actually 
today for what it should be sold. 

In regard to this 7.16 mills which you were talking about, Mr. 
Aandahl, you mentioned the fact that under a certain formula, or a 
certain figure, it would have to be higher, but you do not dare charge 
more. You just would not dare to do that, because we would price it 
off the market, and we have to have the income. If we do not have 
the income, we cannot pay for these projects. That is the thing which 
we are up against. It is a problem in the Missouri Valley, and I hope 
the Federal Power Commission will recognize it, and not object to the 
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rate that the Interior Department and the Army engineers have 
agreed upon, because if they insist on a rate for that power commen- 
surate with the advanced costs of the hydro powerplants, we would 
price hydropower off the market. 

Mr. Cannon, The gentleman is right. The cooperatives should be 
allowed to take advantage of the fact that through their foresight 
and through their successful business management, they built these 
plants at a cost below: what they would cost today, and they should 
not lose that advantage. 

There is another advantage of water over steam in connection with 
what the gentleman from Iowa has said. You can use water power 
any time on 5 minutes notice; you can have vour plant in operation 
and have your power on the line almost immediately but with a steam 
plant, it takes an hour or so. 

Mr. Jensen. It takes longer. 

Mr. Cannon. It takes an hour or longer to get up steam under the 
boilers, and get going. 


LIMITATION ON POWER TO BE GENERATED BY REA 


Now, Governor Aandahl you were going to discuss the limitation 
of 50 kilowatts accounts. 

Mr. AANDAHL. Yes, sir, and that, again, is a subject with which I 
am not specifically familiar in the negotiations that Central has been 
making out there, but 50 kilowatts, I think, is considered to be more 
power “than any farm uses. That is the amount of power which is 
referred to when you get into the range of small business organizations 
of one kind or the other. I do not know just exactly what the problem 
is in the area of the Central Cooperative, but I am of the opinion 
that something can be worked out satisfactorily. 

I have recognized that there is an area of competition between the 
cooperatives and the private utilities for new business and to some 
extent taking over each other’s business and to me this is a position 
which is set up by the utilities on the one side, and there would be 
another position set up by the cooperatives and somewhere in between 
there will be an area of agreement which can be worked out. 

So, I do not think we need to be too much worried about that par- 
ticular provision that was suggested at the beginning of the negotia- 
tions. 

I think there is an area of agreement that can be worked out and 
that is not a difficult problem. The more difficult problem, as I see 
it, is the problem of rates. 

Mr. Cannon. You know, Governor, locker plants are becoming 
very popular out in the rural areas and in many neighborhoods they 
establish locker plants where the farmer can bring in his meats and 
vegetables and other perishables—and preserve them in these locker 
plants indefinitely. 

These locker plants require continuous current, and I take for 
granted they require in excess of 50 kilowatts. Do you think that 
REA should be permitted to service them? 

Mr. Aanpauu. Well, I think that those are problems which can be 
satisfactorily worked out when we know the specific facts that are 
involved. I would say, generally speaking, that the REA should be 
permitted to take care of any normal loads that are in its marketing 
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area. I think the only thing that is involved in this question is to 
what extent REA might go in reaching out a little bit, and picking up 
loads that presently belong to the utilities, or picking up a small village 
or municipality or something like that, where the load might otherwise 
be a utility load. However, as far as being able to meet the power 
requirements of the customers in its marketing area, there should not 
be too much limitation on that. I am confident that this question 
can be worked out without too much difficulty. 

Mr. Cannon. I think you are right, Governor, in saying that the 
principal issue here is the matter of rates. These other issues are 
important but incidental. 

Mr. AANDAHL. I am sure that that is the big problem which we 
have. 

Mr. Cannon. You were going to discuss that a little further, I 
believe? 

REA POWER SUPPLY AND NEEDS 


Mr. AANDAHL. Yes, sir. Well, perhaps, before we go to that I 
should answer one other question. When I was talking about the load 
of Central, you made reference to Northwestern. NW has two 20,000 
units, or has an installed capacity of 40,000 kilowatts. It has a load 
of its own of about 12,000 kilowatts, and again, that is a very rough 
figure. However, Northwestern is associated with KAMO, which is 
another G. & T. cooperative, and they have no generating capacity 
at all, and has a load of 18,000 kilowatts. 

So, presently, when you put those two together, there is a load of 
30,000 kilowatts to use this 40,000 kilowatts, and with normal growth 
it is not going to be many years until the load of Northwestern and 
KAMO will require over the 40,000 kilowatts of installed capacity 
which Northwestern has. 

Mr. Cannon. That is where you will get this extra transmission 
line? 

Mr. Aanpauu. No; because there is an ample transmission line 
there already constructed to take care of the transmission of that 
power; in fact, there is an excess capacity. 

Mr. Cannon. If a contract were concluded today, would they be 
immediately able to draw revenue from that contract? 

Mr. AANDAHL. If an integrated contract were worked out, and that 
is different from just the contract under which this power is delivered 
that we are talking about, delivered to the cooperatives—— 

Mr. Cannon. How long will it take to work it out? 

Mr. AAnpan.. If an integration contract is worked out, it would be 
one under which Kansas City Power & Light would use the full capac- 
itv of the cooperatives transmission system, and to make those inter- 
connections would take several months. I do not know just how long 
it would take, but I am sure it would take several months to do that. 


COST OF POWER TO REA CUSTOMERS 


Mr. Cannon. You know we go back, Governor, to the original 
purpose of the REA system. The original purpose of the REA 
system was to furnish current to the farmers out in the remote sections 
of the country where he could not otherwise secure it at a price he 
can afford to pay. It means, as has been testified, not only a new life 
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in the country, but it means a material increase in his buying power 
with which he is able to supply a market for the products of labor, 
transportation, and industry. 

REA benefits not only the farmers, but it benefits every industry 
dependent of the farm. Also, when a power monopoly raises the 
power rates on the farmers, it will raise rates in the city, although as 
you say, the cost of electric current is less today than it was in the 
past. ‘Rates have been steadily decreasing for many years. Increase 
should not begin with the farmer. 

Can you not in your important position and in the course of the 
great service which you render in this connection, insist that the 
farmers of America have just as good a rate here as they have had 
before? 

As you said a while ago, we have been in an inflationary period. 
Previously, the farmer has had an income from which he could pay 
the cost of his electricity. Today the farmer’s income is greatly 
decreased. The farmer has less buying power today than he has had 
for a long time. Instead of raising the cost of electric ity to him, we 
should be decreasing the cost of electricity at the same ratio at which 
his income is declining or at least we should leave it where it is; do 
you not think so? 

Mr. Aanpauwt. Probably this information will be of interest in 
connection with that question: At the present time the REA cooper- 
atives, nationwide, get 29 percent of the power that they use from the 
Federal Government. I think they get about 8 percent from public 
power at the local level, and I think it is 14 percent that they generate 
themselves, and 49 percent that they buy from private utilities. 
| am reasonably close in these figures, and I do know that the figure 
of 29 percent purchased from the Federal Government was a correct 
figure, just some few months ago. 

The Federal power that we have to sell to the cooperatives is a 
helpful contribution, and for the most part the Federal power is one 
of the cheapest sources of power for the cooperatives. Insofar as 
we have that Federal power and can be helpful to the cooperatives, we 
want to do so, and we are making every effort in the Department of 
the Interior, as the marketing agent for Federal power, to do that. 

Incidentally, Interior markets all Federal power, except that which 
is generated in the Tennessee Valley. We sell all of the power from 
the Corps of Engineers projects, except for power generated at Sault 
Ste. Marie locks in Michigan, and from the Bureau of Reclamation 
projects, and in marketing it, we try to make it just as helpful a con- 
tribution to the REA movement as it is possible to make it. 

However, we are expected to establish rates for the sale of that power 
which will amortize the Federal investment, with interest, within a 
50-year period, and we are working the pattern of our rates on that 
basis. Even so, it is very reasonable power to the customers who 
buy it. 

in answer to your question, we are doing everything we can to 
make this Federal electric power available, and helpful to the cooper- 
atives in the various communities which we serve. 

Mr. Cannon. I am glad to hear you say that, Governor, because 
that, of course, is the real object of Government. As I think you 
have noted, the members of the committee around the table this 
morning have largely expressed themselves as being opposed to Gov- 
ernment’s taking over REA, and we do not want the private utilities 
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to take over REA. We want the farmers to be able to manage 
their own business. 

We would like to preserve REA. Private industry and the private 
utilities ought to produce and distribute the major part of the electric 
power of the United States—but we would like to preserve REA, as 
has been indicated by the gentleman from lowa and the rest of us 
here this morning, as a yardstic k by which to measure both rates and 
service to the consumer both in the country and in the city. 

Mr. Aanpaut. Yes, I think of REA as a form of private enterprise. 
The REA organizations are made up of groups of local people who 
have incorporated under the State laws provided for cooperative 
groups. They borrow some money from the Federal Government 
with which to build their transmission systems and they expect to 
repay that money. You actually have a private cooperative corpora- 
tion. In fact, you have it right at the beginning. You have a private 
cooperative corporation, which is private enterprise in one of its forms, 
and I am very well pleased with the REA organization and the position 
which it occupies in the overall economic system. 

I think it is very well planned and very well worked out, but that 
does not mean that the source of power for the cooperatives has to be 
public power. Insofar as we have some public power in connection 
with water-development projects and where we can make a helpful 
contribution, we are doing it to the extent of 29 percent of their power 
requirements. But we do not have to have public power to make the 
REA’s successful. 

T oie are many areas in the United States where there is no public 
power at all, and the REA’s are outstandingly successful in those 
areas. 

Mr. Cannon. You have no objection to the REA’s producing their 
own power; do you? 

Mr. AanpAHL. None whatsoever, if necessary. I think, however, 
the REA’s should be very careful about building steam plants, because 
often they might build one which is small, and ot economical, because 
of its small size, where they could better, by careful negotiation of a 
contract, buy their power from someone ‘else who is producing it at 
a much larger plant, and who can give them a good rate. 

There has been a period of pretty tense competition between the 
REA movement in the last 15 years, and some of the established 
utilities in the area, and it has been necessary for the REA’s to do 
things that probably they do not need to do now. And REA should 
check very carefully to see whether or not it cannot buy its power 
more cheaply than it can put in a small generating plant. However, 
if there is no source of power, at a reasonable and fair price, the REA 
should be permitted to build their own generating plants. 

Mr. Cannon. Governor, I think this committee is in complete 
agreement with you. 

Now, you say it will take some months after a contract is agreed 
upon before income can accrue. 

How much do you think should be allowed here to provide for the 
hiatus. 
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ACTION UNDER INTERIM CONTRACTS 


Mr. AANDABL. Before we come to that question, I think the com- 
mittee should kiow what has happened under the interim contracts 
during the past 2 years. We had interim contracts for fiscal 1954, 
and we now have interim contracts in fiscal 1955, carrying up to the 
first of March, which is now just passed. I would like to have the 
committee know what we have here, and just how we happen to have 
these interim contracts. 

As you know, in 1949 and 1950, SPA entered into contracts with the 
G.and T.’s inthe Missouri-Oklahoma area. Under those contracts SPA 
agreed to lease the transmission facilities which were built by the 
G. and T.’s, and in leasing them, they would pay a sufficient lease fee 
to amortize the REA investment, with interest. 

SPA also agreed to buy the steam power from the three plants 
which were built by the G. and T.’s in that area, and they include the 
40,000 kilowatt plant of Northwestern; the 15,000 kilowatt plant of 
Central, and the 30,000 kilowatt plant of Western Farmers. This 
steam energy was to be integrated with SPA hydro power, and the 
SPA over its own transmission facilities and over the transmission 
facilities and over the transmission facilities of the G. and T.’s that it 
had leased, agreed to deliver power to the REA distributing cooperaties 
at their load centers at the schedule A rate. 

Mr. Taser. What is the schedule A rate? 

Mr. AANDAHL. The schedule A rate is the rate to which I previously 
referred, and the one which is still in effect in the SPA area of 5.5 
mills. That 5.5 mills is at the approximate normal load factor which 
the customers in the area used. It is about a 50 percent load factor. 

Now, those contracts were just getting into operation—I think they 
started in operation in August of 1952—the transmission facilities had 
to be built by the G. and T.’s before these contracts could get into 
operation, and the starting date was August 1952. 

By June 30, 1953, SPA was operating and maintaining 468 miles of 
transmission lines, and 18 substations of the central cooperative. We 
had gotten that far into it, but that was not anywhere near the com- 
plete system that SPA expected to ultimately operate. 

The figures which I gave you apply to the Central cooperative. 
On July 1, 1953, SPA began to operate and maintain 104 miles of trans- 
mission lines and 3 substations for Western Farmers Electric Cooper- 
ative, and I do not think we ever got into the lease-purchase contract 
operation in the case of Northwestern. 

They had not gotten quite far enough along with their construction 
for SPA to start to take that over. 

In making the 1954 appropriation, Congress placed a limitation 
upon the use of the continuing fund for the implementation of these 
contracts. Congress did that because it felt that these contracts were 
improper contracts. I willsay that as far as I am concerned personally 
[ would not have negotiated that kind of a contract in the first in- 
stance. I do not think it is a good contract. 

As Assistant Secretary for the Department of the Interior, if I had 
had an appropriation to work with, I would have been obligated to 
recognize the contract which had been previously entered into by the 
Department of the Interior and we would have gone forward with the 
contract. 
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Mr. Cannon. Yes, Governor; but after we had entered into a con- 
tract, no matter what the contract is, you would have to comply with 
it. These farm cooperatives made their arrangements based upon 
that contract. 

Mr. AANDAHL. That is correct. 

Mr. Cannon. They were created on that basis, and established their 
rates on that basis, and those were binding contracts. 

Mr. AANDAHL. That is correct. 

Mr. Cannon. They were contracts, entered into after due delibera- 
tion, and the farmers had reason to believe that they should be able 
to depend upon them, and when, out of a clear sky these contracts 
were pulled out from under them. it iust does not look like fair dealing. 

Mr. AANnDAHL. That is the reason we have leaned over backward 
to negotiate and to implement interim contracts which would be as 
helpful as possible to the REA’s, and I will give you some information 
about those interim contracts. 

Sometime after the beginning of fiscal year 1954, we started operat- 
ing with the limitations which were placed on the use of the continuing 
fund. I have no objection to that limitation, because I do not think the 
contracts were desirable, but we did have an obligation to the co- 
operatives, and we had to do everything that was possible to assist 
the cooperatives even at otherwise unjustified expense to SPA, which 
is just another branch of the Government, during such time as new 
contracts might be worked out. 

I think it is possible for these new contracts to be worked out 
which will very satisfactorily and very effectively take care of the 
situation, and which will be a much better division of responsibility 
in meeting the power needs in the area than the old contracts would 
have provided. I also want to mention that if there had been no 
limitation on the continuing fund, and if we had to go to lease and 
operate the transmission facilities of the G. and T.’s and to purchase 
all of their steam power and to perform the duties of integration and 
distribution of that power to the distributing cooperatives, we would 
not have done it at 5.5 mills. We would have had to go to the 
presently proposed 7.16 mills, or a figure somewhat higher, because 
of those additional functions which SPA would have had to perform. 

So, not for a moment should we make our analysis on the basis 
that with these inoperative contracts we would have 5.5-mill power; 
we probably would have had 8-mill power, or even 9-mill power under 
our schedule A rate, if we had had to pick up the operations of these 
inoperative contracts. 

SPA, with this limitation on the use of the continuing fund, dissolved 
its leasing and operation of these transmission facilities, and we entered 
into interim contracts with the G. and T.’s. Under those interim 
contracts the G. and T.’s took the operations of their own trans- 
mission facilities and they became responsible for the sale of the steam 
energy which was generated at the steam plants which they had built. 

In order to help them in the difficult financial situation in which 
they were placed because of the construction of these somewhat too 
large facilities, for their own requirements, which were built in 
dependence on these old contracts which they had with SPA, we 
entered into interim contracts with Western Farmers, with Central, 
and with Northwestern, and KAMO, which is a part of Northwestern. 
We had all five of those cooperatives tied into these interim contracts. 
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In the case of Western Farmers, they had their entire transmission 
system gradually coming into operation under which they could serve 
their market, and deliver a load of about 20,000 kilowatts. With a 
generating capacity of over 30,000 kilow atts, they did not need any 
hy dro from us except, oc casionally, when one of their steam units went 
out for repairs, and that happens frequently when a plant is just being 
brought into production. At such times we stood by on an emergency 
basis. 

In addition, we agreed to purchase some of their excess steam 
power. They had a 30,000-kilowatt capacity with a 20,000-kilowatt 
load. During the first year, July 1, 1953, to June 30, 1954, we pur- 
chased in round numbers 25 million kilowatt-hours, and we paid them 
a service charge for wheeling power to two independent customers 
that SPA had on their transmission system which included the city 
of Anadarko, and the Altus Air Force Base for wheeling a little better 
than 6 million kilowatt-hours to them at a cost of $13,000. 

The steam generation which we purchased amounted to 25 million 
kilowatt-hours at a cost of $146,000. So, we had a total cost there of 
$159,000. 

This steam energy which we bought, together with the service 
charge that went with it, was sold by SPA under contracts for which 
we received 5.5 mills. 

So, we had a revenue of approximately $139,900 for power for which 
we paid $146,000. We had a loss there in round figures of $6,000 
during that year. We can only justify that loss because of an obliga- 
tion which the Department of the Interior, through SPA, had to the 
G. and T.’s because of the things which the G. and T.’s had done on 
the strength of the moperative contracts which we were not fulfilling 
on the part of the Government. 

Mr. Cannon. That was done because of the contract made with the 
farmers and which they had a right to expect to be fulfilled? 

Mr. AANnpDAHL. That is correct. 

In the fiscal year from July 1, 1954, to February 28, we have con- 
tinued substantially the same type of contracts. The result has been 
that for the first 8 months we will have a loss of approximately 
$35,000 in that operation. 

Mr. Cannon. You will sustain that amount of loss during what 
period of time? 

Mr. AANDAHL. In 8 months. 

I would like to turn our attention to the interim contracts which 
we had with Central and Northwestern. 

Mr. Cannon. Was that a joint contract, or were there separate 
contracts? 

Mr. Aanpaui, They were separate contracts with each one of 
them. 

Mr. Cannon. However, they were identical; were they not? 

Mr. Aanpaui, They were similar; I would not say they were 
‘identical’’, because in some details there were some differences. 

Under those contracts, during fiscal 1954, we purchased 133 million 
kilowatt-hours of steam energy. No; just a moment. We delivered 
to them 133 million kilowatt-hours of hydroelectric energy, and we 
purchased 22 million kilowatt-hours of steam energy. 

Mr. Taser. Was the figure of 133 million kilowatt-hours steam or 
water? 
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Mr. Aanpauwu, The 133 million kilowatt-hours represented hydro 
energy which we sold, 

Mr. Jensen. That represented energy which SPA sold to the co-ops? 

Mr, AanpDaAuwL. Yes, sir; which they sold to the cooperatives, and 
we purchased from them 22 million kilowatts. There are some odd 
figures there, but in round numbers that is the amount. 

The result of that operation was a revenue to SPA of 3.22 mills per 
kilowatt-hour on the 133 million kilowatt-hours that we sold. There 
was a return of 3.22 mills. 

Now, ordinarily, we would have had a return of 5.5 mills, but be- 
cause oi the favorable terms of these contracts, we disposed of that 
power for actually 3.22 mills. 

Now, then, when we come over to the current fiscal year for the 
8 months’ period —— 

Mr. Jensen. Mr. Aandahl, before you go into that, why do you not 
tell us how much you ac tually had to pay jor the pow er you bought, 
and the power you sold, so that we will have an idea as to how much 
money you have expended? 

Mr. Aanpant. Yes, sir. 

Mr. PLucKNETT, do you have the price which we paid during this 
first fiscal year for the steam power which we purchased? 

It is a little less than we are paying now. I have a present figure 
in mind, but I do not have the old figure. What was the price? 

Did we pay 6.4? 

(Discussion off the record.) 

Mr. Taser. I notice you give us a quotation of a figure of three-plus, 
and the normal figure for this is five-plus. 

How did you arrive at this three-plus figure? 

Mr. AANDAHL. The reason we arrived at that figure is this: 

We entered into a very favorable interim contract with the generat- 
ing and transmission cooperatives, and under that contract we paid 
them 6.4 mills for the steam power which we purchased. We also 
paid them 2 mills for wheeling on the hydro power which we sold 
them, and on the steam power which we bought from them, and all 
of this. power was sold to the cooperatives or other customers at 
5.5 mills. 

Considering the wheeling and steam costs, the net return to the 
Government was 3.22 mills for the hydro energy which we put there. 

Mr. JensEN. Per kilowatt-hour? 

Mr. AANDAHL. Per kilowatt-hour; yes, sir. 

Mr. Jensen. And that amounted to a loss? 

Mr..Aanpaut. It was a reduction from the price which we would 
ordinarily receive for it, and represented a loss; that is correct. 

Mr. Jensen. That is why you had to have money from the Federal 
Government to supplement your revenues so that it would help the 
REA; is that right? 

Mr. AANDAHL. Yes, sir; we made a payment to the G. and T.’s 
for the steam which we purchased, and we made a payment to them 
for the wheeling charges, and that is how the appropriation for interim 
contracts was used. 

This year we had an appropriation available on an 8-month basis, 
end here are the results of that 8-month’s operations: 
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To begin with, I must let you know that during the past year we 
experienced an alltime low in precipitation and water inflow in the 
reservoirs in that area. 

There has been a new low water record set, under which we had to 
change our computations of the amount of firm energy which is avail- 
able for sale. We went into that drought period under rather difficult 
circumstances, and we did not conserve the water to the extent that 
it would have been conserved under a different set of circumstances, 
and we got to a point where we had little or no hydropower to sell. 

During this 8-month period of fiscal 1955, we sold 40 million 
kilowatt-hours of hydro energy, and we purchased 106 million kilowatt- 
hours of steam energy, which is just the reverse in proportion to what 
was done the previous year. 

Mr. Cannon. You are able to carry your power loads, and you 
are able to market power which you otherwise could not have found 
a market for? 

Mr. AANDAHL. There were two items involved. With this steam 
power which we purchased, we used part of it to resell to the G, 
and T’s. 

Mr. JeNsEN. On your contracts? 

Mr. AANpDAHL. Well, only the interim contracts. We purchased 
steam power from the G. and T.’s and turned around and paid them 
wheeling for it over their transmission system and delivered it to our 
member cooperatives. A portion of this 106 million kilowatt-hours 
was used for that purpose, and a portion of it was used to supply 
power which was needed for other direct customers of SPA. 

I do not have the exact proportion, but it was used for both reasons. 

During this period we were paying 6.4 mills for the steam energy 
which we purchased, and we paid 2 mills for wheeling of it, and paid 
2 mills for the wheeling on the hydropower which we delivered. 
As a result of that circumstance, the power and the wheeling cost the 
Government $963,000. 

For the sale of that power we received revenue in the amount of 
$763,000, or we had a loss in the transaction of $200,000, which 
means that we put 40 million kilowatt-hours of hydroelectric energy 
into the G and T systems available to their members, without com- 
pensation, and made a $200,000 contribution. 

Now, we have gone that far to assist the cooperatives in this 
difficult financial position in which they find themselves. 

Mr. Cannon. In the nature of making amends? 

Mr. AANDAHL. That is one interpretation. 


AUTHORITY OF GOVERNMENT TO PURCHASE STEAM POWER FOR RESALE 


Mr. JensEN. Does the Government actually have authority to 
buy steam power for resale? 

Mr. AanpaAutu. As you know, that is a legally disputable question. 
The Department of the Interior in three of its power marketing 
agencies, the Bureau of Reclamation, Southwestern and Southeastern 
Power Administrations, has been buying steam power for firming 
purposes. 

The Department of the Interior through Bonneville does not buy 
any steam power, but in three of our power marketing agencies, we 
have been buying steam power for firming purposes, and to some 
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extent, from time to time, for emergency purposes. However, the 
question of our legal right to do so is in dispute, and that is as far 
as 1 would want to go. 

Mr. Jensen. You have done it with the money which Congress 
furnished you in this instance, knowing full well what you were going 
to do with it, and that you were going to buy power for resale; is that 
right? 

Mr. Aanpauu. That is correct, and that is true in our other market- 
ing agencies, also. The steam power which we have purchased, we 
have purchased with money which the Congress has appropriated for 
that purpose, but the exact legal right to do so has been questioned. 

Mr. Cannon. Governor Aandahl, I think that is very clear. 

Mr. Taper. We have not yet gotten the figures on N. W.; have we? 

Mr. AanpaBL. The last figures which I gave you are the cost figures 
for Northwestern and Central. 

Mr. Taper. I see. 


FUNDS NEEDED FOR BALANCE OF FISCAL YEAR 


Mr. Cannon. It will take several months, at any rate, to reach 
an adjustment. What amount of money do you think the committee 
should provide here? 

Mr. AANDAHL. I am going to, again, give some preliminary infor- 
mation and opinions before I come to an answer to your question. 

Mr. Cannon. Yes; we would like to get all the light we can on this 
question. 

Mr. Aanpauu. As you know, the Department of the Interior has 
not asked for any appropriation for this purpose for fiscal 1956. 
Also, we have not asked for a supplemental appropriation for the 
current fiscal year or for the remainder of the current fiscal year. 

Under date of February 23, at my suggestion, the Administrator 
of SPA wrote to the Northwestern Electric Cooperative, to Central 
Electric Cooperative, and to the KAMO Electric Cooperative, calling 
their attention to the fact that the interim contracts would terminate 
as of March 1, and that we had no authority nor any money with 
which to continue. 

In those letters, we offered to sell the cooperatives any hydropower 
at a suitable rate to make up the difference between their generating 
capacity and their loads. In the case of Central and Northwestern, 
and with KAMO as well as Sho-Me, which is associated with those 
two, they have a generating capacity of 55,000 kilowatts, and a load 
of approximately 67,000. We, therefore, would need to supply that 
12,000 additional capacity. With our water conditions at Bull Shoals, 
which have improved, we are confident we will be able to supply them 
with this power if they need it. 

We have also offered to provide for wheeling over their system the 
energy which is needed, and power which is needed for our direct 
customers, such as Springfield, in the Northwest Territory, and 
Anadarko, and the Altus Air Force Base in the Western Farmers area. 

However, we have advised them, by absence of offer, that we cannot 
buy any more steam power. That is the position which the Depart- 
ment of the Interior has taken. 

I feel that after this long period of aid to the cooperatives, with 
SPA resources which in the end will have to be made up by increased 





397 


power rates to all customers in the area, that we have gone about as 
far as We can go on our own suggestion. And we have suggested this 
other way of handling this. 

It does not solve the financial difficulties which the cooperatives 
have. If your committee sees fit to advance some money on an interim 
basis for another few months, we are not going to take sharp issue 
with it, but we are not recommending it. We want you to know 
what the implications are as far as SPA financing is concerned, if 
that be done. 

Mr. Cannon. The committee would not want to provide more 
than is actually required. 

What do you think should be the minimum request here? 

Mr. AANDAHL. You will recall that a year ago in our original 
budget request we asked for $450,000 for the combination purpose 
of taking care of interim contracts and our contracts with the Okla- 
homa Utilities under which we wheel power to preference customers 
in that State. 

Qut of that $450,000, $108,000 was for interim contracts with 
Central Power Cooperative, and Northwestern Electric Power Co- 
operatives, and $15,000 for Western Farmers. 

We later submitted a supplemental appropriation request in which 
we asked for an additional $567,000 for Central and Northwestern 
to go together; an additional $89,000 for Western Farmers, which 
was a total of about $788,000. 

The Appropriations Committee actually gave us, with a specific 
appropriation, and with a pro rata portion of our original request, 
$1,263,000, which could be used for the interim contracts during an 
8-month period, whereas, the cooperatives had asked for $1,712,000 
for the full year. 

Mr. Cannon. What would be the pro rata amount for the next 
4 months? 

Mr. AANDAHL. I believe, I will ask Mr. Plucknett to quickly give us 
the figure, if he can, of the amount of money which would be needed 
to continue the present interim contracts. 

Mr. Cannon. We want the minimum amount. 

Mr. AANDAHL. Do you want the amount of the present interim 
contracts from March Ist until July Ist? 

That might offer us some difficulty, because in the next 3 months 
we cannot justify purchasing as much steam power as we did in the 
last 8 months, because during the past 8 months we had low water, 
and we had use for this stream power which we purchased, even 
though we paid a pretty high price for it. 

We had use for it, but during the next 3 months we are not going 
to have use for it, if we buy that much steam power. We may have 
to waste water out of our reservoirs. 

Mr. Cannon. You have sufficient water? 

Mr. AANDAHL. We have water, and we can take care of any require- 
ments that the G. and T.’s may have. 

Mr. Cannon. What will that be? 

Mr. Piucknert. I am afraid I cannot answer that figure right off. 

Mr. Cannon. You would have to make an estimate? 

Mr. Taser. Could you tell us how much of that $1,243,000 you 
have left? 

Mr. Aanpaut. Do you mean, Mr. Taber, the $1,263,000? 
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Mr. Taser. Yes, sir. 

Mr. AAnDAHL. That was all expended as of March 1; that was used 
up in the 8-month period for which it was appropriated. 

Mr. Rapaut. You had two figures there. You say you had a 
figure which was allowed you by the committee, and then you had a 
figure which was predicated upon a year’s use. What was the figure 
predicated upon a year’s use? 

Mr. AANDAHL. The figure which we ultimately requested was 
$788,000. 

Mr. Rasaut. What do you mean by “ultimate’’? 

Mr. AanpauuL. When I said “‘ultimate,’’ I am including the original 
budget, and a supplemental request which came in a year ago. 

Mr. Rasaut. How much was that? 

Mr. AANDAHL. For these interim contracts, it was $108,000 for 
Central, and NW, and $15,000 for Western Farmers. 

Mr. Rasavut. That was your request of the Bureau of the Budget? 

Mr. AANDAHL. Yes, sir. 

Mr. Rasaut. Was that for a year’s period of time? 

Mr. AanDAHL. That was for a year’s period of time, and then later, 
we asked for a supplemental. 

Mr. Rasaut. How much was the supplemental? 

Mr. AanDAaHL. The supplemental was in the amount of $567,000 
for NW, and Central, and $89,000 for Western Farmers. 

Mr. Rasaut. What was the total of all of those amounts? 

Mr. AAanDAHL. The total of that, as I gave it to you, was $788,000. 

However, in looking at the figures, I see that there is included $9,000 
for M. and A. electric power cooperative, and that figure of $9,000 
really should not be in there. 

Mr. Rasaut. That is what you requested for a year’s operation? 

Mr. AANDAHL. Yes. 

Mr. Rasaut. What did you received for the 8-month period? 

Mr. AANDAHL. We received $1,263,000. 

Mr. Jensen. As I remember it, and correct me if I am wrong, the 
G. and T. cooperatives went to the Senate and asked for $1,712,000. 

Mr. Rasaut. Before Congress adjourned the G. and T. cooperatives 
went before the Senate Appropriations Committee and asked for 
$1,712,000 total? 

Mr. JENSEN. Yes, sir. 

Mr. Rarpaut. Would that be in addition to this $788,000? 

Mr. Jensen. No; including that. The Senate committee agreed 
to that amount, and so when it went into conference, we had to agree 
at some place between what the House had allowed, and what the 
Senate had allowed. As you know, we just had that amount of 
latitude. We finally decided to give them two-thirds of the 
$1,712,000, and that amounted to $1,263,000 and then we put a 
limitation of time thereon, as of March 1, 1955. 

Mr. Rapavrt. The total of the original request, even including the 
$9,000, was $788,000? 

Mr. AANDAHL. That is correct. 

Mr. Razavut. That was supposed to have been for a year’s 
operations? 

Mr. AANDAHL. Yes. 

Mr. Rapavut. And it was due to the drought that that amount 
proved to be insufficient? 
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Mr. AanpDauwL. The reason that that was insufficient was that after 
we got this $1,263,000, we understood that to be the recommendation 
of the Congress as a measure of aid which should go to the G. and T.’s, 
and so we entered into quite liberal contracts with them, and bought 
more steam power than we otherwise would have purchased, and 
spent more money in the process, in order to be of financial aid to 
the G. and T.’s. We just adjusted their contracts. So, we spent the 
money that the Congress appropriated for aid to the G. and T.’s. 

We would have had more modest contracts if we had been given 
the $788,000 appropriation for the full year period. 

Mr. Raxsavut. I was trying to find some basis for a full year’s 
authorization in order to determine how much you should have under 
ordinary or similar circumstances. I cannot ascertain any basis to 
compute the amount for a full 4-month period. 

Mr. AanpDaAuwL. There is no basis. If we had not had the obligation 
which is associated with those inoperative contracts, the amount of 
money that we would require for a year’s operation of these contracts 
would be very very small, because the G. and T.’s for their transmis- 
sion lines come right down and connect with our powerplant, or with 
our integrated transmission system, and it would be very easy to sell 
the power with very little expense. 

Mr. Rasauvt. There is hydro power available because of the rise 
in the water table? 

Mr. AANDAHL. Yes, sir. So far as SPA is concerned, we can get 
along very nicely for the rest of this fiscal year without any appropri- 
ation for this purpose, but that does not solve the financial problems 
of the G. and T.’s and any money you appropriate here is only for the 
purpose of aiding the G. and T.’s. 

Mr. Cannon. What you are concerned with, and what the com- 
mittee is concerned with, is these five cooperatives, and more particu- 
larly with the farmers they represent, and which they serve. We do 
not want the farmers in this area in the last 4 months following this 
appropriation to suffer either in supply or in rates. 

Mr. Aanpaut. I think, Mr. Chairman, that we will just have to 
recognize that the original concept of rates that the customers had 
in the area, based upon the estimated cost several years ago, cannot 
be maintained. They could not be maintained either under the old 
inoperative contracts, or under the new arrangements that we are 
making. The only thing we can hope for is a rate which can be estab- 
lished for the future—that is, a reasonable rate, and a liveable rate, 
so far as the customers are concerned. 

Mr. Cannon. That is in the future. 

Mr. AANDAHL. That is in the future; yes, sir. 

Mr. Krrwan. Can I ask the Governor a question, Mr. Chairman? 

Mr. Cannon. Mr. Kirwan. 


CAUSE OF TROUBLE TO REA COOPERATIVES 


Mr. Krrwan. I think the Governor is making a very good pre- 
sentation of it, especially with regard to Southwestern Power. The 
Government of the United States put a lot of money in there, in build- 
ing those dams, and everything like that. 

The cooperatives had to go out into a territory where the power 
companies would not go, and just about the time that they would 
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build a little powerplant, then the big fellow would come along and 
build a larger steam plant whereby they could develop and produce 
power cheaper, with a bigger unit than the cooperatives could build. 
I have seen that happen in my own State. There are 300,000 people 
in Ohio in a rolling state receiving power from the cooperatives, and 
rural electrification. 

Prior to the time of the establishment of these cooperatives and 
REA, one had to pay $1,100 to the power company in order to have 
3 poles and some wires put up for electrical purposes. The coopera- 
tives have done one of the greatest jobs in the world. If they had 
charged $1,100 to put the power out to the people in the rural areas, 
they would have so much money in their treasury that they would not 
have any idea what to do with it. 

However, they had to build over mountains, and they had to move 
everything in the world, with every obstacle placed i in front of them, 
and about the time they built a little steam plant with which to 
generate power, along comes the big operator, and he builds a larger 
one, and the little operator is out. 

Of course, it is expensive to generate power, in a small plant, or a 
makeshift powerplant. 

I am stating to you that the cooperatives had to build their trans- 
mission lines over mountains, across open spaces, and everywhere else. 
The private companies only went into the best areas, and would not 
do anything at all about going out and building where the cooperatives 
were operating and where the farmers needed the power. 

I remember the time when in Youngstown, Ohio, the power com- 
pany would not put lights into the Methodist Church without the 
payment of $1,100 for 3 poles and that was in the city. 

Had it not been for the REA’s, the farmers would never have had 
this service. 

The farmers did not belong in the electrical business. They wanted 
the private utilities to do this, but they refused to do it. 

They had to build steam plants which never should have been built; 
it was expensive, and where these huge steam plants were built, the 
cooperatives were in trouble all the way along the line. 

Mr. Aanpant. I know that you understand what my purpose is. 

Mr. Kirwan. You are trying to bring the thing to us as you see it. 

Mr. AANDAHL. Yes, sir; I have an executive responsibility with 
respect to the businesslike marketing of SPA power, and the return 
of a revenue which will pay out the Government investment and I 
want to be sure that all of this factual information is before the com- 
mittee before we act on it. 

Mr. Kirwan. The cooperatives must receive aid. 

Mr. Aanpauu. That is correct. 

Mr. Krrwan. They must receive some aid, no matter whether it is 
from the Government or someone else. They have to have aid if 
they are to survive. 


FUNDS NEEDED FOR REMAINDER OF FISCAL YEAR 1955 


Mr. Aanpant. Mr. Chairman, if I may take just a minute to go 
into further detail, I may be able to make a suggestion of an answer 
to your question. 

Mr. Cannon. We shall be glad to have it. 
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Mr. AANDAHL. Mr. Chairman, we have used $1,263,000 on these 
interim contracts over an 8-month period. 

If we were to continue that at the same rate for the remaining 
{ months, we would need one-half that amount, or $632,000. 

Mr. Cannon. That is for 4 months? 

Mr. AanpaHu. That is for the remaining 4 months, on the same 
basis that we have been operating up to the present time. 

The water conditions are much improved, and we cannot properly 
buy so much steam as we have during the past 8 months. 

Mr. Cannon. This amount will not go as far, then, as it would have 
gone otherwise? 

Mr. AanpaHL. No. We do not need as much, because we will not 
buy as much steam. So, if we were going to continue on a comparable 
basis, but with the purchase of less steam to accomplish that, we might 
use $500,000 or some such figure as that. 

Mr. Taper. Or $300,000. 

Mr. AanpaHuL. Then, I want to make a further comment. I think 
these contracts which we have been operating on are leaning over a 
little bit too far. I think we should make just a little more careful 
contract where we do not pay quite as much as we have been paying. 

That would justify us going down somewhat below the $500,000. 

[t is just a very rough outline of the situation as I see it, and as I see 
the requirements. I think if we can be a little bit conservative on 
the amount of money, the amount of the bill that SPA picks up, that 
we are going to hasten the completion of the permanent contract. It 
is a bill that somebody has to pick up and there are three groups who 
can pick it up, the G. and T.’s, the private utilities, and SPA, and if 


SPA continues to pick it up, the others are going to drag their feet, so 
| think that we should be a little bit conservative on the amount of the 
bill we pick up. 


REA RATES TO THE .FARMER 


Mr. Taser. I wonder if somebody could tell us the rates collected 
by the REA’s from the farmer? 

Mr. Aanpanu. Mr. Chairman, I believe Mr. Cole of the REA 
might have that information for you. 

Mr. Core. May I have the question? 

Mr. Taser. What is the rate these REA’s charge the farmer? 

Mr. Coxe. The rate that is charged varies widely. Speaking of the 
average for this area, it would be something like, in excess of, 3 cents. 
If it is just the distribution cooperative—— 

Mr. Taser. How near would that be to the market? 

Mr. Coxe. A part of the problem has to do with the G. and T. co- 
operatives, the distribution cooperatives. 

Mr. Taser. What I am trying to get at is the rate charged by the 
REA’s to the farmer. 

Mr. AAnpAHL. Mr. Chairman, may I volunteer a statement at this 
point which may help Congressman Taber to get a clearer under- 
standing? 

Mr. Taper. Certainly. 

Mr. AANDAHL. Because we are talking about the central cooper- 
atives, the G. and T. 

The generating and transmission cooperatives. It is made up of a 
number of distribution cooperatives and those distribution cooper- 
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atives have the low voltage lines that go out to the individual farmers 
who receive power. The generating and transmission cooperatives 
have the heavier loaded transmission system. They bring the power 
to the distributing cooperatives. 

Now, in these contracts, we are dealing with the generating and 
transmission cooperatives, and they sell the power to the distributing 
co-ops. Then the distributing co-op has to pay the price that G. and 
T. has to charge to the local distribution system that goes to the in- 
dividual farmers. And when you add that to the price that is paid 
for power, it means that the farmer is paying about 3 cents per kilo- 
watt for power. Back on my farm in North Dakota, we are paying 
somewhere between 3 and 4 cents per kilowatt-hour for power that 
we use on the farm. 

Mr. Cannon. Is that generally true throughout the country? 

Mr. AanpDARt. I think that is quite general throughout the country. 

Mr. Cannon. And at that rate, the average farmer can afford to 
take power? 

Mr. AANDAHL. Yes. I feel that electric power at the farm is one 
of our very reasonable priced commodities that we use on the farm. 

Mr. Cannon. At what rate would power be fixed where the average 
farmer would not be able to meet his bill. 

Mr. Aanpaut. It would be very difficult to answer that. On my 
farm, I would say that, if it cost twice as much, I would not think of 
discontinuing the service. 

Mr. Cannon. Of course, you are the exception to the rule. 

Mr. AANDAHL. On my farm—TI am somewhat of an average farmer. 
My farm is a little bit larger than the average size, but there are many 
that are of that size. 

Mr. Cannon. You are in position where you can afford to pay, but 
there are some farmers whose income we are told is not in excess of 
$300 a vear. Now, whether that is true or not, I do not know. But 
for the farmer whose income is limited, so limited that they are unable 
to pay as much as 3 or 4 cents? 

Mr. Aanpaut. Well, I suppose in any field of occupation, you can 
find individuals who are not able to pay for very many of the services 
and commodities that are needed. But, as I say, I feel that electric 
power on the farm at 3 or 4 cents a kilowatt is a very reasonably 
priced commodity. 

Mr. Cannon. And you are going to continue to use it? 

Mr. Aanpant. Yes. When you relate that to the price that is 
being paid for farm machinery and other commodities, like oil, fuel, 
groceries, and things that we need to buy, and the taxes we are paying 
and the hundred and one other things, I think a rate of 3 or 4 cents per 
kilowatt-hour is a very reasonably priced commodity. 

Mr. Cannon. You think it should be kept at about that rate? 

Mr. Aanpauu. No; I am for keeping that figure just as low as we 
can, meeting the costs that need to be paid. I have no objection to it 
being low, if it could be lower, and still pay the costs that are involved 
in getting it to the farmer. 

Mr. Cannon. Of course the higher it is, the fewer the farmers who 
will be able to take advantage of it. 

Mr. AANDAHL. That is true, but that is like every other commodity; 
there will always be a group who cannot buy what they need. 

Mr. Cannon. Are there any further questions? 
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Mr. Taser. I wonder if the REA could put in the record what the 
rates are? My information is that they are higher than the ones that 
our farmers pay the private utilities; but nevertheless, I understand 
that the figures are higher than the ones we have heard discussed 
here. I would like to have that information put in the record. 
There may be some of these places where it is 3 or 4 cents, or where 
it is 5 or 6 cents. 

Mr. Cote. That is correct, Mr. Taber. 

Mr. CANNON. Suppose you tabulate additional information to be 
included in your testimony, when it comes to you, giving us, if you 
can, areas in which 3 and. 4 cents is paid, and the area and number 
of farms involved, where the rate goes higher than that, to 5 or 6 cents. 

Mr. AANDAHL. I presume you are referring that question to the 
REA people, Mr. Chairman? 

Mr. Cannon. We will ask them to supply that information. 

Mr. Zook. I believe that the rates that the individual distribution 
cooperatives charge their consumer, the effective rates, to get the 
power to the consumer—of course, they will vary; there will be wide 
variations. 

Mr. Cannon. Where there is a difference, give the rates and the 
number of farmers for the area, at, say, 3 or 4 cents; and the higher 
rate. 

Mr. Zook. Yes. 

(The information requested follows:) 


Average price paid per kilowatt-hour, farm consumers in 1954, specified States 


Estimated av- 
erage price 
per kilowatt- 
hour, calen- 
dar 1954! 


Cents Cents 
Kansas , , j ‘ Licesiint ote | 4. 21 4.00 
Louisiana oid be se etetena thee Ein a . ‘ 4.00 3. 80 
New York._- 7 ‘ 3. 68 3. 50 
Ohio . : odie ; | 2. 83 2. 69 


| 

| 

Average price 
| per kilowatt- 
| hour, calen- 
| dar 1953 


11954 cost estimated by reducing the 1953 figure by the rate at which the United States as a whole has 
dropped from 1953 to 1954 (3.27 cents to 3.11 cents). 


Mr. Cannon. We thank you, Governor Aandahl, and we appre- 
clate your attendance and the information you have given us. 


FUNDS NEEDED FOR REMAINDER OF FISCAL YEAR 1955 


Mr. AANDAHL. We appreciate the opportunity to appear before 
the committee. You realize it is a rather difficult problem and does 
need careful attention on the part of all of us. 

Mr. Puucknerr. Mr. Chairman, I might say that I have been 
doing a little figuring, and I think we are getting these amounts as 
near as possible on the same basis that they have been during the 
past 8 months, which would be about $480,000 for Central and 
Northwest and $100,000 for Western. 

Mr. Cannon. That will make how much? 

Mr. Piucknettr. $580,000. 





404 


Mr. Taser. If it was on the basis of what it was heretofore, it 
would be very much less? 

Mr. Piucknerr. That is correct. 

Mr. Taser. Conditions are generally more profitable than they 
were before, that is, the first 8 months. 

Mr. AanpDARL. I think there are two things that I should call to 
your attention; as far as water conditions are concerned, they are 
better than they were during the previous year. But during the 
previous year, Northwestern did not have its steam plant in produc- 
tion. Its just getting its steam production and transmission facilities 
going. So it was very limited in the early interim contractual period, 
relationship with the Northwestern. 

We now have before us a full bloom, you might say, and water con- 
ditions are better and the relationship with Northwestern is stepped 
up in the other direction. 

Mr. Cannon. Thank you, Governor. 

At this point in the record we will insert additional data supplied 
the committee by the cooperatives and the Department of the Interior. 


Re Southwestern Power Administration. 


Dear Mr. CuHarrRMAN: Due to a complete reversal in the power marketing 
policy of the Southwestern Power Administration and refusal of Congress to 
appropriate funds for the Southwestern Power Administration to implement our 
contracts, five generation and transmission cooperatives in Missouri and Okla- 
homa face high-cost power due to loss of use in facilities that are now disintegrated 
and forced to operate in several pieces. 

We have not known the details under which the Southwestern Power Adminis- 
tration expected to operate this integrated system under the original contracts 
with our cooperatives, so we feel that the House Appropriation Committee, as 
well as ourselves, should know what was planned before in order to determine a 
future permanent arrangement. 

In order that the House Appropriation Committee will know what the problem 
is in this entire sitvation, we suggest that vou ask the Secretary of the Interior 
to furnish information on the following items: 

1. What was the plan developed by the Southwestern Power Administration 
for handling the repayment to the Government of the cost allocated to power 
facilities from which power was marketed and payment of the lease-operating 
cost of the cooperatives as provided in the contracts? 

2. Does the present power marketing policy of the Southwestern Power Ad- 
ministration conflict or differ from the plan covered in the old lease-operating 
contracts between the Southwestern Power Administration and the cooperatives? 
If so, in what specific way? 

3. Does the Department of Interior feel that old contracts executed before 
the new marketing policy was proposed should be canceled regardless of the 
effect on parties of the contracts and losses to the Government? 

4. It is understood that a study covering the plan mentioned in item 1 was 
made in March 1953. Please send a copy this study to the committee. 

5. Give in detail just why and what are the conditions today that are different 
from the conditions in March 1953. Give exact figures or values where applicable 
and available. 

6. Is there any abandonment or loss in utilization of facilities in a physical or 
financial manner due to inoperation of existing contracts between the Southwestern 
Power Administration and the cooperatives? Give the capacity loss in kilowatts 
and loss in dollars per year that results from isolated operation instead of inte- 
grated operation as provided in the contracts, if any? 

7. If there is no loss from isolated operation of each cooperative, can we expect 
the same rates at the load centers as was planned under the lease operating con- 
tracts that are now in existence but are now inoperative because Congress failed 
to appropriate the necessary funds? If not, why not? 

8. Since the Department of Interior refused to ask for funds in the President’s 
budget to implement present existing contracts, just what arrangement does the 
Department of Interior propose as a substitute for the lease operating contracts 
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that will result in the same power cost to the cooperatives as would have been 
provided? 

We feel that it is essential that Congress know the issues back of this situation. 
So far the Department of Interior has set back and blamed Congress for canceling 
our contracts, yet Interior refuses to ask for or support any request to Congress 
for the necessary funds. 

All loss and injury resulting from Interior’s planned cancellation of the con- 
tracts falls on the farmer and the burden of finding a solution for the farmer’s 
predicament is thrown on the cooperatives as if they defaulted on the contracts 
instead of the Government being in default. 

We believe answers to the above items will show how practical and feasible the 
arrangement was under the old power marketing policy, and how costly it has 
now become with the changes since 1952. 

Very truly yours, 
CENTRAL ELEctrRIc PowER COOPERATIVE. 
TRUMAN GREEN, Manager. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 9, 1955. 
Hon. CLARENCE CANNON, 
Chairman, House Appropriations Committee, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Cannon: This is in response to the questions submitted to this 
Department by your committee concerning the inoperative lease-operate option 
to purchase contracts in the Southwestern Power Administration area. Answers 
to the questions have been prepared and are enclosed. 

Sincerely yours, 
Frep G. AANDAHL, Assistant Secretary. 


1. What was the plan developed by the Southwestern Power Administration 
for handling the repayment to the Government of the cost allocated to 


power facilities from which power was marketed and payment of the lease - 
operating cost of the cooperatives as provided in the contracts? 


The plan of the Southwestern Power Administration is and always has been to 
establish a rate for the power that it has to sell which is adequate to pay for the 
expenses of operation, maintenance, and amortization of the Government invest- 
ment allocated to power facilites in a 50-year period, with interest. When the 
administration first started selling power and many of the facilities were in the 
construction or planning stage and their cost, therefore, had to be estimated, a 
rate of 5.50 mills per kilowatt-hour for firm power service was determined to be 
adequate for the above-mentioned purposes. During the ensuing years, war, 
inflation, and the accompanying cost increases made the earlier rate inadequate. 
Under date of December 29, 1954, the Southwestern Power Administration sub- 
mitted a new rate schedule of 7.16 mills per kilowatt-hour for firm power service 
after Table Rock project is placed in commercial operation to the Federal Power 
Commission for approval. This new rate, in the light of current analysis, appears 
to be adequate to carry annual charges and to repay to the Government the costs 
allocated to power facilities on a 50-year basis. If the inoperative lease-operate 
option to purchase contracts with the G. and T. cooperatives were put into effect, 
the lease-operating costs would be an additional item in the operation and mainte- 
nance expenses and would necessarily reflect in a still higher rate for the power. 
The payment of the lease-operating costs of the cooperatives would be made out 
of the operation and maintenance funds. It was expected that these payments 
would be implemented by the use of the continuing fund which, of course, would 
be made up from revenues from the sale of power at the established rate. 


2. Does the present power marketing policy of the Southwestern Power Adminis- 
tration conflict or differ from the plan covered in the old lease-operating 
contracts between the Southwestern Power Administration and the coopera- 
tives? If so, in what specific way? 

Under the lease-operate contracts the Southwestern Power Administration 
would have operated the extensive transmission systems of the G. and T. coopera- 
tives, and it would have obtained a large amount of steam-generated electric 
energy produced by the cooperatives. It would have placed itself into the business 
of transmitting and selling power far beyond the scope that is required to market 
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the Federal hydroelectric power produced in the area. It was a plan headed in 
the direction of creating a Federal monopoly of the electric power business in the 
area. That plan is contrary to the present power marketing policy of the Depart- 
ment of the Interior, which is now followed by the Southwestern Power Administra- 
tion as one of its agencies. The present policy of the Department of the Interior 
takes the position that by the construction of multiple-purpose dams with feder- 
ally constructed power hydroplants in connection with them, the Government 
can make a valuable contribution to the power capacity in the area. That con- 
tribution, however, should be the limit of Federal participation in meeting the 
power requirements of an area. 


3. Does the Department of Interior feel that old contracts executed before the 
new marketing policy was proposed should be canceled regardless of the 
effect on parties of the contracts and losses to the Government? 


The Department of the Interior takes the position that it will recognize and 
abide by the terms of all contracts that have been made, either directly by the 
Department or by its agencies. The so-called inoperative contracts are not in 
effect because Congress refused to appropriate the necessary money in the con- 
tinuing fund to implement them. It is my understanding that the Southwestern 
Power Administration earlier asked Congress for an appropriation to construct 
transmission lines and to build steam plants somewhat similar to those built 
by the G. and T.’s. Congress refused to make such appropriations. It is further 
my understanding that Congress felt that the construction of such facilities by 
the G. and T.’s on the strength of a contract given to them by the Southwestern 
Power Administration was a method used to circumvent the wishes of Congress. 
If these understandings are correct, it would appear that Congress was fully 
justified in not making the funds available for the implementation of the con- 
tracts. Furthermore, it is our belief that the G. and T.’s, the region, and the 
Government will benefit by the new contracts that are now being negotiated. 


4. It is understood that a study covering the plan mentioned in item 1 was made 
in March 1953. Please send a copy of this study to the committee. 

Attached you will find a copy of the study that was made in March 1953. This 
study was based on assumptions no longer valid. For example, the recent unprece- 
dented drought has resulted in a considerable reduction of primary energy avail- 
able from the Federal projects. The March 1953 study supported an increase 
in rate schedule A from 5.50 to 5.92 mills per kilowatt-hour. The study further 
suggested an additional increase of 0.80 mill per kilowatt-hour for firm and 
secondary energy by June 30, 1954, based on repayment considerations, which 
increase would have brought rate schedule A to about 7 mills per kilowatt-hour, 
which is essentially the same as the revised rate schedule A submitted to the 
Federal Power Commission on December 29, 1954. 


5. Give in detail just why and what are the conditions today that are different 
from the conditions in March 1953. Give exact figures or values where 
applicable and available. 


The conditions that are different today from what they were in March 1953 are: 
a more refined determination of construction costs allocated to power, the effect 
of the recent drought that resulted in water conditions reaching an all-time low 
in 1954, and further experience in the operation and maintenance of projects, 
and associated transmission facilities. In this connection, reorganization of the 
Southwestern Power Administration and withdrawal of plans for the lease-operate 
contract operations have resulted in savings in excess of $500,000 annually, which 
have in part offset added costs resulting from the drought and from other causes. 


6. Is there any abandonment or loss in utilization of facilities in a physical or 
financial manner due to inoperation of existing contracts between the South- 
western Power Administration and the cooperatives? Give the capacity loss 
in kilowatts and loss in dollars per year that results from isolated operation 
instead of integrated operation as provided in the contracts, if any? 

An answer to this question must be based on a number of assumptions. Gen- 
rally speaking, I think it is correct to say that the same customers are being 
eserved over the transmission systems of the G. and T.’s at the present time under 
the interim contracts as would have been served if the so-called inoperative con- 
tracts were in effect. The objective of the cooperatives is to integrate their 
facilities with those of the Government and other power sources. Under the pro- 
posed arrangements integration of Federal and non-Federal systems will be accom- 
plished. Such integration is necessary because of the limiting characteristics of 
the hydropower produced at Army engineers’ projects in this area, which must be 
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marketed for peaking purposes in order to achieve maximum benefits to the area 
and to secure sufficient revenue to repay costs. This was generally recognized by 
the Congress in authorizing the multiple-purpose projects in this area. Further, 
this plan is of considerable advantage to the G. and T.’s in that they will be assured 
of a permanent power source rather than dependent upon the limited power 
capacity that could be obtained from the Federal projects. 


7. If there is no loss from isolated operation of each cooperative, can we expect 
the same rates at the load centers as was planned under the lease-operating 
contracts that are now in existence but are now inoperative because Congress 
failed to appropriate the necessary funds? If not, why not? 

As previously mentioned, isolated operation is not contemplated. When the 
new contracts presently under negotiation are completed, substantially as favor- 
able a rate at the load centers of the cooperatives can be expected as would have 
been realized if the lease-operate contracts had been placed in effect. In this 
connection, it must be emphasized that the 5.50 mills per kilowatt-hour rate 

stipulate din those contracts, but by the terms of the contracts subject to periodic 
review and adjustment, was not adequate in the light of the increased costs that 
took place during the period of construction and has now been raised to 7.16 mills 
per kilowatt-hour as a minimum requirement without SPA having taken up the 
operation and maintenance costs of the lease-operate contracts. If SPA took on 
these added. responsibilities as required in the lease-operate contracts, the cost of 
the power would go still higher and would be the price that the cooperatives 
would need to pay at their lease-operate contract delivery points. That cost, 

] am sure, would have been very close to the price that the cooperatives will pay 

under the new contracts that are being negotiated. 


8, Since the Department of Interior refused to ask for funds in the President’s 
budget to implement present existing contracts, just what arrangement does 
the Department of Interior propose as a substitute for the lease-operating 
contracts that will result in the same power cost to the cooperatives as 
would have been provided? 

The Department of the Interior did not ask for funds in the President’s budget 
to implement the inoperative lease-operate contracts because Congress previously 
in refusing to appropriate such funds directed the Department not to use these 
contracts and to negotiate suitable replacement contracts. The Department did 
not ask for funds to further continue the interim contracts because the appro- 
priation for such purposes a year ago was predicated upon an early completion 
of the replacement contracts and no further need for interim contracts. It is 
now established that the replacement contracts have not been completed and 
that it will be necessary to continue interim arrangements for a few months 
longer. During the past 8 months the interim contracts that SPA had with the 
G. and T.’s resulted in the disposal of 40 million kilowatt-hours of hydroelectric 
energy by SPA to the G. and T.’s with a resulting estimated loss to the Govern- 
ment of about $225,000. Without any additional appropriation for interim con- 
tracts, SPA can sel! the G. and T.’s hydroelectric power that they may need. 
SPA has offered to do this by letter to them under date of Febru: ary 23, 1955. 
In the supplemental appropriation now requested by the G. and T.’s, really the 
only question that is involved is ‘Who shall pick up the bill for the cost of the 
excess capacity the G. and T.’s have built into their systems?’”’ From a business- 
like point of view for SPA, I cannot recommend that appropriations be continued 
for interim contracts. If Congress feels that SPA because of the inoperative con- 
tracts has a further obligation to the G. and T.’s, in addition to the assistance 
that has already been given through interim contracts, I suggest that the appro- 
priation for further interim contracts be a modest figure that is somewhat less 
than we have had in the past. As long as the Government through Southwestern 
Power Administration picks up the bill, the completion of replacement contracts 
will be slowed. 
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CLARENCE CANNON, Missouri Massachusetts 
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HENDERSON LANHAM, Georgia T. MILLET HAND, New Jersey 

WILLIAM H. NATCHER, Kentucky 

WINFIELD K. DENTON, Indiana 


Tuurspay, Fesruary 24, 1955. 


EXPORT-IMPORT BANK 
WITNESSES 


MAJOR GENERAL GLEN E. EDGERTON, PRESIDENT AND CHAIRMAN 
SIDNEY SHERWOOD, SECRETARY 
FRANK J. WALSH, CHIEF, ACCOUNTS DIVISION 


LIMITATION ON ADMINISTRATIVE EXPENSES 


Mr. Passman. The meeting will come to order. We are meeting 
today for the purpose of a hearing on the supplemental request of the 
Export-Import Bank, and on a supplemental request from the mutual 
sae, program. These items are included in House Document 
No. 88. 


General Edgerton we are very happy to have you before the com- 
mittee this afternoon on behalf of the Export-Import bank. If you 
have a prepared statement you may proceed. 


GENERAL STATEMENT 


General Epcerton. The Export-Import Bank of Washington is 
requesting an additional $70,000 for administrative expenses for the 
fiscal year ending June 30, 1955. The bank is presently operating 
under the administrative expense limitation for fiscal year 1955 of 
$1,070,000, approved May 28, 1954, and is not operating at a defi- 
ciency at this time. The need for the supplemental limitation arises 
as a result of legislation enacted late in the second session of the 83d 
Congress. Although the bank is making every effort to keep its 
administrative expenses as low as possible, it is handicapped in its 
operations by absorbing necessary but presently unbudgeted expenses, 
and at the same time meeting its rapidly increasing workload due to 
new legislation. The additional positions required because of the 
change in the management of the bank necessarily offset other posi- 
tions provided in the approved budget. The filling of the new posi- 
tions has restrained the bank in taking the necessary steps to fill the 
budgeted positions to avoid creating a deficiency. The present 
request contemplates that additional funds will be available in the 
fourth quarter to enable the bank to recruit the additional personnel 
that is urgently needed. 
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REQUIREMENTS OF NEW LEGISLATION 


Public Law 570, approved August 9, 1954, embodies two changes 
which had an immediate effect upon the bank’s administrative ex- 
penses for the current fiscal year; namely, a change in the management 
of the bank, and an increase in lending authority of $500 million so as 
to provide for an expansion in its lending operations. The act pro- 
vides for a full-time 5-man Board of Directors and abolished the 
positions of Managing Director, Deputy Director, and Assistant 
Director. All five members of the Board. of Directors took their 
oath of office prior to January 1, 1955. A 9-man advisory committee 
is also required by the act. 


SUBSTANTIAL INCREASE IN WORKLOAD 


The bank has experinced a notable increase in workload. There 
has been approximately a 600 percent increase in the number of appli- 
cations received by the bank from United States exporters and others 
in the 6-month period ending December 31, 1954, over the corre- 
sponding period of 1953. The applications received in the first 6 
months of the current fiscal year showed approximately a 300 percent 
increase over those received for the entire year 1952, and a 200 percent 
increase over those received during the entire year 1953. During 
the 6-month period ended Dec ember 31, 1954, 39 applications were 
approved resulting in authorizations of $291.8 million. Applications 
as well as inquiries are initially referred to members of the staff for 
preliminary consideration and those which meet the necessary requi- 
sites are referred to a committee, comprised of members of the operat- 
ing divisions, for formal determination. Many applications do not 
result in loans being granted but the time required for staff study 
and ‘analysis is substantially the same as in the instances of loans 
approved. The number of applications referred to the committees 
for exporter credit lines and others during the first 6 months far 
exceeds the workload measurement anticipated for the entire current 
fiscal year. Formerly exporter credit lines were considered on an 
individual basis whereas now most of them will be considered on a 
credit-line basis. This method entails considerably more study by 
loan examiners, economists, and other staff members. The bank is 
continuing its efforts to secure a maximum participation of private 
capital in its loans. 


SPECIFIC ITEMS INCLUDED IN SUPPLEMENTAL REQUEST 


The 1955 approved budget provided for 139 gross positions and as 
of January 31, 1955, 136 positions were filled at an annual rate of 
$909,470. This supplemental request provides for 13 additional 
positions of which 5 have been filled under the new legislation at an 
estimated cost of approximately $27,000 for fiscal 1955. The amount 
of $1,350 is estimated to cover the advisory committee making a total 
of $28,350 for personal services which may be allocated ” manage- 
ment. Also, 8 additional staff positions will be required; i. e., 6 tech- 
nical and 2 clerical, at an estimated cost of $16,500. The a of 
$200 is included for regular pay in excess of 52-week base, and $4,000 
is provided to cover excess of annual leave earned over leave taken 
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making an overall total for personal services of $49,050. The employ- 
ment of the additional personnel and the performance of anticipated 
increased activities will be contingent upon the availability of the 
supplemental funds. 

The amount of $20,950 is estimated for other objects of expense and 
is due principally to the change in the management of the bank. 

Only nominal amounts have been included for transportation of 
things, communication services, printing and reproduction, and 
supplies, totaling $1,500. 

The amount of $10,600 estimated for travel provides for expenses 
incurred by members of the advisory committee and specifically for 
travel to be performed by the Board of Directors. The present Board 
will function as a working directorate and the present management 
contemplates that on an average two of the directors may be required 
to be in travel status at all times. 

The bank has requested from the General Services Administration 
the allocation of 1,900 square feet of additional office space and 1,400 
square feet of additional storage space. The estimated amount of 
$1,900 represents the cost for one-third of a year. 

The amount estimated for other contractual services, $6,950, 
provides for security investigations, secretarial reporting service for 
advisory committee meetings, repairs and alterations, employer's 
share for life insurance, and the pro rata cost of maintaining the health 
unit. 

The supplemental limitation would provide for an increase from 
$1,070,000 to $1,140,000. The total amount of $1,140,000 represents 
only 1.3 percent of the bank’s estimated gross income of $88,200,000, 
and the additional amount of $70,000 requested is only eight one- 
hundredths of 1 percent. 


SUMMARY JUSTIFICATION DATA 


Mr. Passman. General Edgerton, we will insert in the record at 
this point, the first three sheets of the justification. 
(The matter referred to follows:) 


Export-Import BANK OF WASHINGTON 


Amounts avatlable for administralive expenses 


Presently Revised 6, 
available | estimate Differenc 


$1,070,000 | $1, 140, 000 $70, 000 
25, 100 25, 100 0 


| 1,095, 100 1, 165, 100 70, 000 
CE a caren cl araasdpnanareianse : 1, 095, 100 1, 165, 100 70, 000 
ADMINISTRATIVE EXPENSES BY ACTIVITIES 

Direct Accrued Expenses 
1. Administration 1, 070, 000 1, 140, 000 | 
Accrued Expenses Payable Out of Peimbursements From Other 


Accounts 
I en sre Sine i 25, 100 25, 100 








Total administrative expenses. -_.......-----.----.------ 1, 095, 100 1, 165, 100 
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Accrued administrative expenses by objects 


ww Liaw eeaeaeac—o0OoO0—c cn 


Revised 
estimate 


‘ Presently . ‘ 
Object classification available Difference 


, 


Summary of Personal Services | 


Total number of permanent positions. -................--.-.--.--- | 
Full-time equivalent of al] other positions... ...-.-- 

Average num ber of all employees----....--.--- 

Number of employees at end of year. ----- 


average salaries and grades: 
General schedule grades: | 
CN OS ee eee Ce a ee Se $6, 457 $6, 424 | 
Average grade repealed Ietininnsetheet GSs- 8.8 GS-8.8 


01 Personal services: 
Permanent positions. ------ par tilddhaabindantgds! $887, 000 $939, 500 
Positions other than per manent.____- 10, 000 10, 000 | 
Regular pay in excess of 52-week base-_......-.....--.-- 3, 400 | 3, 600 
Payment above basic rates__- selihabastets 1, 500 1, 500 
Excess of annual leave earned over ‘Teav et taken. niikedananl 6, 900 | 10, 900 
Other payments for personal services__....-..---.------ 0 | 1, 350 

Total personal services_...........--- aa _ 800 | 957, 850 


Administrative Expenses 


Personal services-_.---- : 908, 800 | 957, 850 | 
Travel. arte aie trebae ata Matta aaa 47, 000 57, 600 
Transportation of things “Ghaa : | 1,000 | 1, 300 
Communication services--.___- a 12, 500 | 12, 900 
Rents and utility services ___- a iat Ri 97, 900 99, 800 | 
Printing and reproduction - ; : wi 6, 500 | 6, 900 | 
Other contractual services 7,000 | 7, 700 
Services performed by other agencies ee . 6, 200 12, 450 
Supplies and materials -- ‘ 7, 800 8, 200 | 
Taxes and assessments ean’ aici liar aaa Beall ita 400 400 
Total accrued expenditures. - aentidbeakaal 1, 095, 100 | 1, 165, 100 
Less: Reimbursements from other accounts------ i eenaa and 25, 100 | 25, 100 





Net administrative expenses - S shacathiedaitasthte — 1, 070, 000 | 1, 140, 000 | 





Mr. Passman. General Edgerton, when was this statement pre- 
pared? 

General Epcrerton. The statement was prepared about August. 
The original supplementary budget was submitted in August and this 
revision in January. 

Mr. Passman. You mentioned in your statement a certain number 
of the authorized positions had been filled. How many did you say 
will be filled? 

General Epcrerton. There are five filled as a result of this change 
in management. The 2 members of the Board and 3 secretaries. 


ADMINISTRATIVE EXPENSES AND LOAN OPERATIONS BY MONTHS 


Mr. Passman. Will you insert in the record for the benefit of the 
committee a statement of obligations for administrative expense by 
month since June 30, 1954, and also a statement of loan commitments 
and disbursements for the same period. 

General EpGErTON. Yes, sir. 

(The information requested follows:) 
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Data by months, fiscal year 1955 to January 1955, inclusive 


Loan operations for period 











Administra- | | | 
tive expense | New credits authorized 
| ; . i 
obligations |____ apie trent Diubaree: Repayments Interest 
all loans on all loans income 
| Number| Amount 
—a ee a ai a : = | — 
July 1054.........- $89, 419 5 | $95,346,720 | $23,264,346 | $41,037, 516 $7, 069; 117 
August 1954___-- 81, 686 0 0 14, 091, 128 8, 853, 811 7, 081, 817 
September 1954_-- 89, 837 | 4 | 8, 907, 000 23, 795, 475 27, 914, 728 7, 283, 61) 
October 1954 : 82,711 | 3 | 101,950,000 11, 457, 712 | 6, 524, 596 7, 075, 741 
November 1954____- 89, 759 11 | 78,448,000 16, 793, 469 19, 202, 248 | g 807, 24) 
December 1954_-__-- 88, 605 6 | 7, 145, 000 46,250,954 | 27,127,199 7, 888, 287 
January 1955___-_._-_- 86, 906 ll 24, 244, 440 15, 605, 993 42, 467, 156 7, 047, 431 
Petal... viv 608, 923 40 | 316,041,160 | 151, 259,077 178, 127, 254 | 50, 253, 244 


CURRENT PERSONNEL AND OBLIGATIONS 


Mr. Passman. Mr. Taber—— 

Mr. Taser. How many do you have on the roll right now? 

General Epgerton. One hundred and thirty-seven, today. 

Mr. Taser. Almost as many as you are asking for in positions right 
now. 

Now out of that $1,070,000 how much have you obligated down to 
this date? 

Mr. SHERWOOD. $623,666 gross. 

Mr. Taser. That is to what date? 

Mr. SHerwoop. January 31. 

Mr. Taner. That means that you are presently operating within 
your appropriation of $1,070,000. 

General Epcerton. Yes, unless we can see where our additional 
money is coming from. 


NUMBER OF UNPROCESSED APPLICATIONS 


Mr. Taper. You operate in this way do you not: Requests are 
made to you for loans and you then go through and pass on whether or 
not you are going to make the loan; is that Tight’ ? 

General Epcerton. That is right, sir. 

Mr. Tarpr. Now, how many applications do you have pending 
presently that have not been processed? 

General Epcerton. Well, it is about 125. 

Mr. Taper. What has your workload been so far this year? 

General Epcrerton. I can’t answer that offhand, sir. It is much 
less than that. 

Mr. Taser. Much less than that? 

General EpGrrTON. Yes, sir. 

Mr. Taser. That you have passed on? 

General Epcerton. Yes, sir. 

Mr. Taser. How many did you process last vear, in ’54? 

General Epcerron. I would have to supply that ‘for the record. 

(The information requested follows:) 


Two hundred and forty one applications were referred to the staff for considera- 
tion and 38 loans were approved during calendar 1954. 
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Mr. Taser. I wondered if the volume of unprocessed loans was 
more than normal. 

General Epcerton. I can answer that in general terms. It is 
much more than normal, because we have had an extraordinary in- 
crease in the last 6 months, since the passage of Public Law 570. 
We have had a great increase in the number of applications made to 
us because of the publicity that was given to the additional $500 
million of lending authority. I can’t justify that with precise figures 
from information in my memory. 


SIZE OF LOANS 


Mr. Taser. How big are these loans? 

General Epcrerton. They vary from $18,000 to $100 million. 

Mr. Taser. And what would you say the dollar volume was of the 
unprocessed loans? 

General EpcertTon. We don’t always make the loan in the amount 
requested, but I would say for 100 applications, it would probably 
run around $200 million in total. 


UTILIZATION OF ADDITIONAL AUTHORIZATION OF LOAN FUNDS 


Mr. Taser. How much of the $500 million additional authoriza- 
tion have you so far loaned? 

General Epcrerton. None, sir. 

Mr. Taser. None? 

General Epcrerton. No, sir; we had an uncommitted balance of 
about $1 billion when that increase was authorized. 

Mr. Taser. You really are not going to use the new authorization 
this vear anyway, are you? 

General Epcrerron. I shouldn’t think we would commit the whole 
amount this year; no, sir. 

Mr. Taser. How would you use any of it? You have 125 cases 
pending, and you estimate they amount to perhaps $150 million and 
you still have over a billion dollars of that prior authorization. 

General Epgrertron. Well, we will accumulate additional applica- 
tions, of course, daily. 

Mr. Taser. Not any substantial amount, comparatively. 

General EpGerton. Quite large amounts, yes, sir. The applica- 
tions expressly under the lines of credit are coming in quite rapidly and 
they run on an average of about $2 million. ‘That really forms the 
basis for my mental estimate, of $200 million. 

Also I should say we have not really begun this new activity because 
we are unable to finance it out of our current budget. The budget 
was prepared before the public law was passed. | think we will need 
much more than we are asking for eventually, but this will certainly 
permit us to speed up our operations a good deal for the remainder of 
the fiscal year. We will have to see how the load is thereafter. We 
have little control over the number of our applications. They come 
or not as the applicants desire, so it is a load that we don’t control. 
We realize, of course, that we shouldn’t attempt to maintain a staff 
fully adequate for all the peaks that may arise but we must have one 
that, on balance, will permit us to give reasonable services to the 
exporters and other borrowers, whose business we were set up to serve, 
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Mr. Taser. I think that is all I have. 

Mr. Passman. The estimate for your 1955 regular appropriation 
was $1,070,000 and the Congress allowed the full estimate, did it not? 

General EpGrerton. Yes, sir. 

Mr. PassmMan. Mr. Gary. 

Mr. Gary. No questions. 

Mr. PassmMan. Mr. Rooney. 

Mr. Roonry. No questions. 

Mr. Passman. Mr. Cannon. 

Mr. Cannon. No questions. 

Mr. PassmMan. Mr. Lanham. 

Mr. Lanuam. No questions. 

Mr. Passman. Mr. Natcher. 

Mr. Natcuer. No questions, Mr. Chairman. 

Mr. Passman. Mr. Wigglesworth. 


IMPACT OF NEW DIRECTORS ON BUDGETED POSITIONS 


Mr. WiGGLESWworTH. Just one question, Mr. Chairman. I notice 
there is a requested increase in personnel of 13 positions; 2 of those 
positions add up to $30,000 of this request. The creation of two new 
positions of directors, apparently. We have had before a president 
and chairman at $17,500, and we have had a first vice president and 
vice chairman at $16,000, and now you are proposing to add 2 directors 
at $15,000 each, is that right? 

General Epcrerton. That is mandatory in the new law and they 
have already been put on the rolls, so they disturb our budgeted 
positions. We couldn’t fill all the budgeted positions until we had 
the funds to cover these new directors. Also, I did mention the 
9-man Advisory Committee. That hasn’t been set up yet. It is 
required to be set up. It must meet at least once a year and there 
is a certain fixed mandatory expense there, which we estimate at 
only $1,350 for this fiscal year. 

Mr. WiecieswortH. That is all, Mr. Chairman. 

Mr. Passman. Mr. Fenton. 

Mr. Fenton. No questions. 

Mr. PassmMan. Mr. Hand. 

Mr. Hanp. No questions. 

Mr. PassmMan. Thank you General Edgerton; I believe that will 
complete the item for your bank. 
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Tuurspay, Fespruary 24, 1955. 


MUTUAL SECURITY 


WITNESSES 


AMBASSADOR JAMES J. WADSWORTH, DEPUTY REPRESENTATIVE 
OF THE UNITED STATES TO THE UNITED NATIONS 

CHRISTOPHER H. PHILLIPS, DEPUTY ASSISTANT SECRETARY OF 
STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS 

PHILIP M. BURNETT, ACTING OFFICER IN CHARGE, TECHNICAL 
ASSISTANCE 

MRS. VIRGINIA WESTFALL, OFFICE OF INTERNATIONAL ADMINIS- 


TRATION 
P. P. CLAXTON, JR., OFFICE OF CONGRESSIONAL RELATIONS 


J. E. MURPHY, CONTROLLER, FOREIGN OPERATIONS ADMINISTRA- 
TION 


ContTRIBUTIONS TO Unirep Nations ExpANDED PROGRAM OF 
TECHNICAL ASSISTANCE 


Mr. PassMaNn. The next item concerns funds appropriated to the 
President for ‘“Contributions to the United Nations expanded program 
of technical assistance.”” We will put the appropriate portion of 
House Document 88 in the record at this point. 

(The information referred to follows:) 


“FUNDS APPROPRIATED TO THE PRESIDENT 


“MuTrvuaL SECURITY 


“CONTRIBUTIONS TO THE UNITED NATIONS EXPANDED PROGRAM OF 
TECHNICAL ASSISTANCE 
“For an additional amount for ‘Contributions to the United 
Nations expanded program of technical assistance’, for United States 
contributions during the period ending June 30, 1955, $8,000,000.” 

Section 306 (a) of the Mutual Security Act of 1954, Public Law 665, approved 
August 26, 1954, authorized for fiscal year 1955 the appropriation of $17,958,000 
for making contributions to the United Nations expanded program of technical 
assistance. The Congress appropriated $9,957,621 for the calendar year 1954 
pledge and instructed that no pledge be made for calendar year 1955 until Congress 
had appropriated funds for this purpose. 

This proposed supplemental appropriation of $8,000,000 will provide the con- 
tribution for the first half of calendar year 1955, and is required now to permit 
the continuation of projects already underway. 

Mr. Passman. Mr. Ambassador, do you have a prepared statement 
you would like to make? 

Ambassador Wapswortn. I have a brief statement, Mr. Chairman, 
and members of the committee. It is not prepared from the stand- 
point of having a piece of paper that I can give to the stenographer. 

Mr. PassMan. We will be very happy to hear from you at this 
time, sir. 

GENERAL STATEMENT 


Ambassador WapsworrH. Thank you, very much. We are very 
sorry indeed that Ambassador Lodge couldn’t be with us today. He 
has gone over to London, as you may know, for the Disarmament 


59135—55——27 
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Conferences, but he himself is extremely interested in this particular 
program and I feel sure that in expressing the opinions which I will 
express I will be saying exactly what he would wish me to say, as 
representing the beliefs of the United States mission to the United 
Nations. 

This question of the United Nations technical assistance program 
is one which in our opinion is of great importance to the United States, 
It is important in many ways. I believe that I would like to 
speak of it, Mr. Chairman, largely from the standpoint of one who is 
on the firing line and who has had the opportunity of representing the 
United States on the Economic and Social Council, and as one who is 
interested very strongly in the political aspects, rather than the purely 
technical or, if you want to call it that, the humanitarian and economic 
development aspects of the program. 

From the outset we have been one of the main instigators and, of 
course, main supporters of this program. For the past 2 years, up in 
New York we have attempted to see to it that the program was run as 
efficiently as possible. We have received very valuable information 
from various Members of the Congress as to situations which they 
have found in their travels about the world, having to do with dup- 
lication and overlapping in these things, and we have attempted to 
run those down wherever possible. 


RUSSIAN PARTICIPATION IN U. N. TECHNICAL ASSISTANCE 


As you know, Soviet Russia has but recently come into this program, 
For a long time they didn’t put in anything, and we found that a cold 
war situation of great value to us. We taunted them openly with 


having no interest whatever in the underdeveloped areas of the world. 
The United Nations, generally speaking, thinks so well of this program 
that we believe it was largely due to the overwhelming public opinion 
that made the Russians finally think that they were missing the boat 
and that they had better get in on the program themselves. So, 
starting in 1953, they have pledged the equivalent of roughly $1 
million a vear. Up until this time, not one ruble has been spent, but 
in the 1955 projects, it is estimated that approximately $1 million 
worth of rubles will be spent. 

I think I may say right there, Mr. Chairman, that the question ot 
Russian participation is something we do not have to fear. We 
have nothing to worry about in the way of competition, either 
technical or otherwise, insofar as Russians are concerned. We can 
see how their agricultural program has completely broken down in 
their own country. We do not feel that underdeveloped countries 
are going to want to ask Russian experts to come into their countries 
to tell them what to do, since they have not had a good record them- 
selves ina great many places. But particularly I don’t believe we have 
to worry from the standpoint of the Russian entrance into this field. 
The field is necessarily limited since they insist that whatever aid 
they can give, either in sending experts or in having other people 
come into their country, will be only in rubles, and that results, of 
course, in the situation where very few countries of the werld are 
willing to give up any idea of convertibility and handle only rubles 
which results in more or less a “behind the Iron Curtain”’ situation 
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rather than it would in areas of the world where we would have to 
worry about competition. 

As you know, we are asking for $8 million at this time, which is the 
balance that was authorized originally last year for the first half of 
this calendar year. We realize that it causes some difficulties to have 
different fiscal years as between the United States Government and 
the United Nations, but that is the way it is and we have to look at 
it in that way. 

PLEDGE TO UNITED NATIONS 


Every year that we have pledged money we have, of course, pledged 
it subject to congressional action. I had the job of pledging it the 
last time and naturally I had to make it very strong indeed, that 
whatever pledge the United States was making it was to be under- 
stood that that pledge was conditional upon congressional approval 
and that all we could say was that the administration was going to 
ask the Congress for a certain amount of money and that is what we 
would do. Had it been possible last fall for us to make a pledge 
that is what we could have done. 

This $8 million request is actually for this first half of the calendar 
vear which is the United Nations fiscal year, Later on, as Mr, 
Phillips or other people far more qualified than I will tell you, the 
Department will be up here asking for the fiscal 1956 regular appro- 
priation to take care of what might come later. 

Now, Mr. Chairman, I have a good many ideas on my mind but I 
would like, if it is all right with you, to go off the record just for a little 
while. Would that be all right with you? 

Mr. Passman. It is quite satisfactory if there is no objection. You 
may proceed off the record, sir. 

Ambassador Wapswortn. Thank you very much, sir. 

(Discussion off the record.) 


LANGUAGE RESTRICTING PLEDGE TO U. N. 


Mr. Passman, Mr. Ambassador, I believe that Public Law 778 in- 
cluded provision that— 

No commitment for the calendar year 1955 or thereafter shall be pledged on behalf 
of the United States until the Congress appropriates for said purpose. 
You are familiar with that language, are you not? 

Ambassador Wapswortu. Yes, sir. 

Mr. Passman. Senator Alexander Smith of New Jersey, in address- 
ing the United Nations—TI shall take an excerpt from his statement— 
explained that he could not make a pledge on behalf of the United 
States at the present time, because the Congress had requested the 
Executive to refrain from making such pledges until funds had 
actually been appropriated for that purpose. 

Ambassador WapswortuH. That is correct. 

Mr. Passman. Up to this time there has been no commitment what- 
soever with respect to this supplemental appropriation. 

Ambassador WapswortuH. There has been none. 
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NATIONS RECEIVING UNITED STATES AND UNITED NATIONS TECHNICAL 
ASSISTANCE 


Mr. Passman. What nations receiving United Nations technical- 
cooperation aid also receive United States technical assistance? 

Ambassador Wapswortu. I will have to pass that question to those 
more competent, sir. I am not familiar with the list. 

Mr. PassmMan. Could we have that inserted in the record or a state- 
ment made at this time? 

Ambassador Wapswortu. Yes. 

Mr. PassMAN. You will have it inserted in the record? 

Ambassador Wapswortu. Yes. 

(The information requested follows:) 


CoUNTRIES AND TERRITORIES RECEIVING TECHNICAL ASSISTANCE UNDER UNITED 
States BILATERAL TECHNICAL COOPERATION OR TECHNICAL EXCHANGE Pro- 
GRAMS AND U. N. ExpaNpED PROGRAM oF TECHNICAL ASSISTANCE, FIsca. 
Year 1955 


I, INDEPENDENT COUNTRIES 


A, Near East, Africa, and South Asia 


Afghanistan Tran Liberia 
Egypt Iraq Libya 
Ethiopia Israel Nepal 
Greece Jordan Pakistan 
India Lebanon Turkey 


B. Far East 


Cambodia Japan Philippines 
China (Formosa) Korea Thailand 
Indonesia Laos Vietnam 


C. Latin America 


Bolivia Ecuador Nicaragua 
Brazil El Salvador Panama 
Chile Guatemala Paraguay 
Colombia Haiti Peru 
Costa Rica Honduras Uruguay 
Cuba Mexico Venezuela 
Dominican Republic 

D. Europe 


Austria Italy Spain 
Iceland Portugal Yugoslavia 


Il. DEPENDENT OVERSEAS TERRITORIES 
A. Near East, Africa, and South Asia 


Gold Coast Tunisia 
Nigeria 


B. Far East 
Malaya 
C. Latin America 


British Guiana 
Trinidad 
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PRIORITY TO UNITED NATIONS OR UNITED STATES PROGRAM 


Mr. PassMan. Do you recommend continuing this program at the 
expense of the regular United States technical aid program? 

Ambassador WapswortuH. Well, I don’t believe that continuing the 
program would be at the expense of it. 

Mr. PassMan. You wouldn’t favor that if we had to discontinue 
one? Of course, you would certainly place emphasis on the United 
States technical aid program. 

Ambassador Wapswortu. I couldn’t put myself in the position of 
advocating one over the other, except for my own personal interest 
in the multilateral type with which [ am more familiar and which I 
think pays off very well. I would hate to see it discontinued. 


CONTRIBUTIONS OF OTHER NATIONS TO UNITED STATES 
TECHNICAL ASSISTANCE 


Mr. Passman. Mr. Ambassador, what nations, if any, are contribut- 
ing to the United States technical assistance program? 

Ambassador WapswortH. United States technical assistance? 

Mr. PassMaAn. Yes. 

Ambassador Wapswortu. As I understand, almost all the benefi- 
ciary countries put in on the projects that go along with point 4. 
They have matching funds. 

Mr. Passman. What nations, if any, are contributing to the United 
States technical assistance program? 

Not the United Nations but the United States. Are any of them 
contributing to the United States technical program? 

Ambassador WapswortuH. Only to the extent of the matching 
funds which they themselves put up for the projects. They don’t 
put any money into our Treasury to be paid out. 


SUPERVISION OF U. N. PROGRAM 


Mr. PassMANn. May I ask, sir, what other governments supervise, 
or assist in the supervision of, the expenditures of the United Nations 
technical assistance program? 

Ambassador WapswortH. Other governments? 

Mr. PassMan. Yes. 

Ambassador WapswortH. They would be the members of the 
technical assistance committee. Those are the same members as on 
_ Economic and Social Council. There are 18 including the United 

tates, 
NATIONS CONTRIBUTING TO U. N. PROGRAM 


Mr. Passman. Could you list the 61 nations contributing to the 
United Nations technical assistance program? 

Ambassador Wapswortu. Yes, sir; we have that right here. 

Mr. Passman. If there is no objection the list will be inserted in 
the record. 

(The list referred to follows:) 





United Nations expanded program of technical assistance, calendar year 1955— 
Contributions pledged as of Jan. 31, 1955 


Amount pledged 
(dollar 
equivalent) 
10, 000 
300, 000 
500, 000 
38, 462 
337, 500 
7, 895 
486, 486 
12, 000 
50, 000 
2, 000 
1, 500, 000 
18, 000 
100, 000 
15, 000 
140, 000 
7, 000 
69, 444 
550, 166 
20, 000 
6, 667 
100, 517 
7, 000 
20, 000 
15, 000 
1, 448, 571 


Country 


Afghanistan 

pS eee 
Australia 

Austria 

Belgium 

Bolivia 


Byelorussian 8. 8. R 
Cambodia 

Canada 

Ceylon 


I 
Colombia 

Costa Rica 
Czechoslovakia___.______~- 
Denmark___ 

Dominican Republic 
Ecuador 


El Salvador 
Ethiopia 
Finland 


148, 810 
5, 000 
7, 500 

12, 000 
8, 000 
2, 806 


Number of countries pledging for 1954 
Number of countries pledging for 1955 


Guatemala ___-___ 

Haiti 

et ee a tara te 
Iceland 


Country 


Luxembourg 

Mexico 

NGliSMaAngs.... «...-+.«-<-< 
Norway 

Pakistan 


Sweden 
Switzerland 


WweKOn sit Jee ius sec) 


Ukrainian 8. S. R 
United Kingdom 
Uruguay 

U. 8.8. R 
Vatican City 
Venezuela 
Yugoslavia 


Number of countries increasing pledges over 1954 pledges 


COUNTRIES NOT RECEIVING 


U. 


N. TECHNICAL 


Amount pledged 


(dollar 

equivalent) 
400, 000 
65, 790 
50, 000 
14, 002 
27, 778 
200, 000 
6, 846 
15, 000 
4, 000 
2, 500 
24, 000 
660, 000 
400, 000 
166, 213 
8, 000 
55, 000 
75, 000 
15, 000 
579, 934 
233, 372 
11, 867 
40, 000 
201, 495 
125, 000 
2, 240, 000 
100, 000 
1, 000, 000 
2, 000 
150, 000 
82, 500 


12, 901, 121 


74 
61 
21 


ASSISTANCE 


Mr. Passman. It is my understanding that we have 84 nations in 
the world of nations and reading here it says: 


Technical assistance projects are currently operating in some 80 countries and 
territories with approximately 1,000 experts in the field. 


Now, would it not be much easier to insert in the record the 4 
nations not receiving the program rather than the 80 who are 


receiving it? 


Ambassador WapswortH. That would be perfectly simple. 


will do that, sir. 


(The information referred to follows:) 


We 





), 000 
, 790 
), 000 
t, 002 
, 778 
), 000 
, 846 
», O00 
, 000 
, 500 
, O00 
), 000 
, 000 
), 213 
, 000 
, 000 
, 000 
}, 000 
, 934 
, o72 
, 867 
, 000 
, 495 
, 000 
, 000 
, 000 
, 000 
, 000 
, 000 
, 500 


, 121 
74 
61 
21 
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The figure of 80 ineludes territories. Countries which contribute funds to the 
United Nations technieal assistance program, but which do not receive technical 
assistance from the program are: 


Monaco 
Netherlands 
New Zealand 
Norway 

Poland 

Sweden 
Switzerland 
Ukrainian S. S. R. 
United Kingdom 
United States 
U. 8. S. R. 


Argentina 

Australia 

Belgium 

Byelorussian §. 8. R. 
Canada 
Czechoslovakia 
Denmark 

France 

Germany, Federal Republic of 
Ireland 

Luxembourg 


COUNTRIES RECEIVING U. N. TECHNICAL ASSISTANCE 


Mr. Passman. Will you also furnish a list of the 80 countries assisted 
by the United Nations technical aid program for the benefit of the 
committee? 

(Notr.—A list of the countries receiving U. N. technical assistance appears on 
page 433.) 


NATIONS ON U. N. TECHNICAL ASSISTANCE COMMITTEE 


Mr. Passman. What nations are represented on the United Na- 
tions Technical Assistance Committee? 

Ambassador WapswortH. I would have to get the list, sir. There 
are, of course, the 5 permanent members of the United Nations, and 
then the other 13 are in rotation. In other words, the membership 
changes a bit every year so I am not up to date exactly—lI can’t 
rattle them off for you but we can give you the list very quickly. 

(The mformation requested follows:) 


MEMBERSHIP OF TECHNICAL ASSISTANCE COMMITTEE OF THE UNITED NATIONS 
EcoNoMIc AND SociraLu CouNcIL 


Argentina Ecuador 
Australia Egypt 
Belgium France 
China India 
Cuba Norway 
Czechoslovakia Pakistan 


Turkey 

U.S. S.R. 
United Kingdom 
United States 
Venezuela 
Yugoslavia 


MONTHLY OBLIGATIONS OF UNITED STATES AND UNITED NATIONS 
TECHNICAL ASSISTANCE PROGRAMS 


Mr. Passman. What are the obligations of the United States 
technical assistance program by months since June 30, 1954? 

What are the obligations of the United Nations technical assistance 
program by months since June 30, 1954? 

Mr. Putiurps. We have the obligations as of the current period— 
the status of the obligations. Other than that we don’t have them 


listed by months. 


Mr. Passman. Would you be able to furnish for the record these 


obligations by the month? 
Mr. Puruurrs. Yes. 


(The information requested followed :) 
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United Nations expanded program of technical assistance— Monthly obligations and 
disbursements, July 1, 1954 to Dec. 31, 1954 


| | | 
| Obligations | ie 


RES ee i Shin shonin seapaaeamahaue heer $1,514,000 | $1, 402, 000 
August ee ‘ a ntoinrmt aoe aon | 943, 000 | 1, 181, 000 
i nse Kable ate den me ite ‘ 1, 141, 000 1, 511, 000 
October --_- ae : Seca | 1, 049, 000 1, 486, 000 
i nhac acne aiaie'eagl ee ebeokas Ee alee wl acandigail ain ae 1, 043, 000 1, 493, 000 
CS pas SD ee SU ts Sus cooeb bensesaen 1, 221, 000 1, 789, 000 


NE i OG WORE FIG on cnsensin this tek an biesithbekesnccccvauwenian 119, 517, 802 | 15, 779, 000 


1 Under United Nations financial regulations, an obligation is a contract or purchase order which results 
in a legal liability for payment of services rendered or goods received by Dec. 31 of a financial period. In 
the case of fellowships, the full cost of a fellowship is recorded at the time the fellowship is awarded. 


Mutual security program—Obligations for technical cooperation in fiscal year 1955 


| Bilateral Contribu- | 
technical co- tion to OAS 
operation UNTA 





$9, 674, 973 $9, 674, 973 
5, 350, 275 15, 307, 896 
27 3, 624, 427 

7, 839, 826 


36, 447, 122 


1 No obligations reported in this account during July and August because continuing resolution limited 
obligations to accounts containing unobligated balances as of June 30, 1954. 
2 Total appropriated. 


Mr. PassmMan. Are the $13 million in pledges by other governments 
for the calendar year 1955, or is it on a fiscal basis? 

Mr. Puituips. It is on a calendar year basis, if I understood your 
question correctly. 


VARIOUS PROGRAMS OF TECHNICAL ASSISTANCE 


Mr. Passman. Mr. Ambassador, is it true in essence, there are four 
programs for technical assistance including the current request for 
United Nations technical assistance? We have a United Nations 
technical assistance request for $8 million. You have the United 
States technical assistance appropriation for fiscal year 1955 in the 
amount of $105 million. Then, you have the technical cooperation 
program of the Organization of American States—I think the United 
States contribution appropriated for 1955 was $1,500,000. Then you 
have the various European countries programs equivalent to techni- 
cal assistance, the amount of course being unknown to this com- 
mittee. Is it true that you have four similar programs? 

Mr. Puiuurps. I was not clear on the last point you mentioned. 

Mr. PassMAN. You have various programs in European countries 
equivalent to the technical assistance program. In other words, 
programs similar to our United States technical programs. 

Mr. Puruures: I think that is correct. I thought for a minute you 
—_— be referring to the United Nations specialized agencies them- 
selves. 

Mr. Passman. In effect, we do have the four different programs 
going on at the same time. 
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8 and COUNTRIES PARTICIPATING IN UNITED STATES PROGRAM 


Now, could you tell the committee, inasmuch as 80 countries are 
participating in the United Nations technical assistance program, how 


1 dis- ° o.% . ° 3 * d ; 

ments many countries are participating in the United States technical aid 
program? 

$02,000 Ambassador WapswortH. We can get that for you. 

511, 000 (The information requested follows:) 

486, 000 

493" 000 


COUNTRIES AND TERRITORIES HaviNG TECHNICAL COOPERATION OR EXCHANGE 
PROGRAMS UNDER THE UNITED STATES FOREIGN OPERATIONS ADMINISTRATION 
IN FiscaL YEAR 1955 


_— I, INDEPENDENT COUNTRIES 
| A, Near East, Africa, and south Asia 
1955 1. Afghanistan 9. Jordan 
— 2. Egypt 10. Lebanon 
3. Ethiopia 11. Liberia 
al 4. Greece 12. Libya 
5. India 13. Nepal 
7 6. Iran 14. Pakistan 
74, 973 7. Iraq 15. Turkey 
oe 8. Israel 
39) 825 B. Far East 
47, 122 . Cambodia 6. Laos 
— . China (Formosa) 7. Philippines 
mited 3. Indonesia 8. Thailand 


. Japan 9. Vietnam 
. Korea 
C. Latin America 


Bolivia 11. Haiti 
Brazil 12. Honduras 
Chile 13. Mexico 
Colombia 14. Nicaragua 
Costa Rica 15. Panama 
Cuba 16. Paraguay 
Dominican Republic 17. Peru 
Ecuador 18. Uruguay 
. El Salvador 19. Venezuela 
. Guatemala 


ants 


‘our 


ae 
SOON Sr > 99 DO 


D. Europe 


. Austria 7. Netherlands 
. Denmark . 8. Norway 

. France 9. Portugal 

. Germany (Federal Republic) 10. Spain 

. Iceland 11. Yugoslavia 
. Italy 


II. DEPENDENT OVERSEAS TERRITORIES 
A. Near East, Africa, and South Asia 


. Tunisia 10. British Cameroons ! 
. Belgian Congo 11. Kenya 
Ruanda-Urundi ! 12. Uganda 

. French Equatorial Africa 13. Nyasaland 
Madagascar 14. Southern Rhodesia 
Gambia 15. Angola 

. Sierra Leone 16. Mozambique 

Gold Coast 17. Italian Somaliland ! 
. Nigeria 18. Azores 


OOD OR OOD 


1 United Nations trusteeship. 
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B. Far East 
. Malaya 2. Fiji Islands 


C. Latin America 
. Surinam 6. Windward Islands 


- 


. British Guiana 7. Leeward Islands 
. Barbados 8. St. Lucia 

. British Honduras 9. St. Vincent 

. Trinidad 10. Grenada 


PARTICIPATION OF FRANCE, ITALY AND GERMANY 


Mr. Passman. The committee understands in many instances you 
have the four programs going on at the same time in some particular 
countries. 

Mr. Puiuuips. That is right. 

Mr. Passman. Are funds allocated for France, Germany, and 
Italy in the technical assistance program? 

Mr. Puiturps. The question of the allocations of the amounts by 
country is determined by the Technical Assistance Board. I would 
be glad to submit for the record a chart which shows how the funds 
of the United Nations expanded program of technical assistance are 
divided. 

Mr. PassMANn. Could you refer to that chart and tell the committee 
whether or not France, Germany, and Italy are at the present time 
participating in this program. 

Mr. Puiuurps. Germany is not, I believe. Italy and France are. 

Ambassador WapswortH. The Federal Republic of Germany is a 
contributor. 


Mr. Puruuies. They are not receiving funds but are contributing 


OVERLAPPING OF PROGRAMS 


Mr. PassmMan. In most of these countries you have both the 
United Nations technical assistance program and the United States 
technical assistance program as such, do you not? 

Mr. Puriurps. In most cases both programs are in operation. 

Mr. Passman. How do you prevent overlapping when you have two 
similar programs going on in the same country? 

Mr. Puiuurs. This is a matter which has been of very great 
concern to us since the beginning of the two programs and a great 
deal of careful work has been done to prevent such duplication from 
occurring. That occurs both at the headquarters—that is in Wash- 
ington and New York—and also in the countries themselves, in the 
field. It is in the countries where the greatest day-to-day cooperation 
takes place. For example, I just came back from a trip to Latin 
America. I visited Ecuador. There we have a good example of the 
United States and United Nations programs working together. 

It was very encouraging to me because I went there primarily to 
look into the relationship between the programs you asked about, 
Mr. Chairman. 

They have, on the basis of daily consultations and advanced plan- 
ning, succeeded in eliminating virtually all duplication. 

There may be instances from time to time in which duplication or 
overlapping still occurs. The thing that impressed me was that the 


oo at oe eee ee oe es CF 
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people both in the United States program and the United Nations 
programs are very sensitive to the realization that this could occur. 
They cooperate in a very practical way. The expert, for example, 
from the United States program, working on a farm project, and the 
expert from the Food and Agricultural Organization of the United 
Nations, are in constant contact about their programs; as to how 
they carry them out and as to their plans for future programs. 

I could give you one example as to what appeared to be a duplica- 
tion and turned out to be a complementary undertaking. I noticed 
that the United States program had a soil-conservation expert and the 
United Nations had a man with a similar title. It appeared to me to 
be a case, which on the surface, was duplication. It turned out that 
the United Nations man was engaged in the making of a soil map of 
the country; determining the types and location of various soils. The 
United States expert was providing advice to the Government on 
such things as drainage, erosion, and general soil conservation. 

The experts were engaged in completely different undertakings, 
though if one looked at the list as presented it might appear to be 
duplication. 

There were other examples of close cooperation. For example, 
there was the case of a beef expert; of a man engaged in advising the 
Government on the raising of beef cattle. 

In one case, the FAO expert, the United Nations expert, was help- 
ing to assist the Government in a program to encourage the raising of 
calves into full-grown beef steers. The Ecuadorans apparently have 
a habit of killing off most of their calves after they are a week or two 
old because they find it economically unproductive to raise them to 
maturity. They tend to concentrate on dairy cattle instead. 

The result is that they have a tremendous meat shortage in Ecuador. 
The United Nations expert was showing how, by the use of skimmed 
milk and homemade compounds they can raise calves economically 
and contribute substantially to the production of meat. 

The United States man was working wholly in the field of agricul- 
tural extension; livestock advice and techniques; pasturage, and that 
sort of thing. 

I cite these things as examples of how coordination works out in 
practice. 

NATIONALITY AND NUMBERS OF EXPERTS 


Mr. PassMan. I observe here that we have 1,000 experts in these 
80 countries, so in many instances you have large numbers of personnel 
in these nations, do you not? 

Mr. Puruurps. You do. The United Nations program actually is 
a smaller operation than the United States program, so in most 
countries the United Nations personnel is considerably smaller in 
number. 

Mr. Passman. The 1,000 experts, of course, are United States 
experts, or are they experts from all of the nations? 

Mr. Puiturres. These are experts from all of the nations. I have 
a list here which I would be glad to submit showing the nationality 
of the experts. 

Mr. PassmMan. Without objection, it will be inserted in the record. 

(The information requested follows: ) 
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United Nations expanded program of technical assistance—experts by nationality 
employed during 1954 











r - - | Percent- r : Percent- 
Nationality Number age Nationality Number age 

a 
BROS. «bs vinci se csciccuadds 10 Wie th Jame. tii 13 0. 81 
ee 55 BG. Tr NE dis eninge Gainctgocenmnoins 17 1,06 
DEEL ae ach okdenasdeenee 18 BOER Fi EG Ve conkdicccoececcuoducs 1 05 
| aro 34 eR en ear eee 5 .31 
i 5 .31 a ania ecetiicls 26 1. 62 
BEE Sok ncncnndabasecccenda 14 . 87 99 6.17 
I oss cissectipaneiceneiun 68 4. 24 16 1.00 
ee ane Mt ne ee tare 4 25 33 2.05 
eS, Jd a Sk 20 1, 24 i 4 25 
a ee 12 75 2 .12 
Gene rig st 3 ~ 49 1 - 06 
OS eee ee 6 .37 14 . 87 
nc ancktorel 1 . 05 6 37 
Czechoslovakia............... 2 .12 1 - 06 
TE EE 54 3.37 6 37 
Dominican Republic--------- 1 - 05 2 12 
ES rn 6 37 13 re 
ee 36 2.24 10 - 62 
Wt Wehendor.- 2. 1 .05 1 . 06 
i ers a 14 . 87 54 3. 37 
WOMEN a cbdcabidiencsdccesbe> 166 10. 34 53 3. 30 
| EE ES ITS 26 1. 62 a 25 

I ai tatiana oil 14 . 87 3 19 
MIRNA ook, tb cde cu vShbudin 2 .12 7 . 44 
ak as 1 05 273 17.20 
Dae oS. Sco cape 1 . 05 233 14. 53 
INN co ati eees 4 25 8 49 
RE ed enim nie 50 3.11 3 .19 
NN 5 ei Se ec cds 1 . 05 7 4 
el 4 25 7 4 
PRS cna decva be tond 13 .81 
SS EES. ae 4 .25 1, 604 100. 00 
orate detenitciy wis dation 27 1, 68 








COUNTRIES HAVING UNITED STATES EXPERTS UNDER U. N. PROGRAM 


Mr, Passman. Of the 80 countries receiving this assistance, in how 
aa A of those countries are American experts employed? 
r. Puitiips. We can supply that for the record, 
Mr. Passman. Thank you. 
. (The information requested follows:) 


CountTRIEs In WuicH UNITED States CitT1zENS EMPLOYED AS Experts UNDER 
THE U. N. ExpanpEep Procram or TECHNICAL AssISTANCE WERE SERVING 
January 1, 1955 


Afghanistan Gold Coast Nicaragua 
Bolivia Guatemala North Borneo 
Brazil Honduras Panama 
Burma Hong Kong Paraguay 
China Tran Pakistan 
Chile Traq Philippines 
Costa Rica India Peru 
Colombia Israel Saudi Arabia 
Ceylon Jamaica Syria 
Dominican Republic Jordan Thailand 
Ecuador Lebanon Turkey 
Egypt Libya Yugoslavia 
El Salvador Mexico 


Regional projects in Latin America, Middle East, and Africa. 


Mr. Passman. What is the number? 

Mr. Putuurps. The number of experts by nationality? 

Mr. Passman. No, we want to know in how many of the 80 coun- 
tries participating in the United States technical aid program, you 
have United States experts. 


— | ~~ we 


— 


er. ae oo el 


se naskessezes: 
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na 


|Rheseusshes see: 
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Mr. Puiturrs. We will have to furnish the committee that infor- 
mation. I can give you the number of countries, showing the amount 
of pledges and payments actually made, but I do not have a table 
which would show both each country’s contributions and the assign- 
ment of United Nations experts. 

Mr. PassMAN. Would you say there are many countries where this 
program is in effect where you have no Americans at all participating 
in the United Nations program? 

Mr. Pures. Yes, sir; I think that is possible because of the 1,000 
United Nations experts, about 14 percent are American experts and 
the rest are non-American, so there would be many areas in which 
there would be no United States experts in the United Nations pro- 
gram. 

Mr. PassMan. Mr. Gary—— 


UNITED NATIONS BUDGET ON CALENDAR YEAR 


Mr. Gary. Mr, Ambassador, it is my understanding that the United 
Nations operates on a calendar year basis, whereas the United States 
operates on a fiscal year basis. The appropriation which you are now 
requesting is to take care of the United Nations activities during the 
first half of this calendar year. 

Ambassador Wapsworrn. That is correct. 

Mr. Gary. When is the United Nations budget prepared? 

Ambassador Wapswortn. It is prepared during the summer and 
is worked on by the advisory committee upon which we have repre- 
sentation. It is then given to the General Assembly and sent to the 
Fifth Committee, which is the administrative committee, which acts 
just like a congressional appropriations committee and questions every 
figure there, and finally that committee reports it and the General 
Assembly adopts it, late in the fall or early in December, generally. 

Mr. Gary. And that is for the calendar year? 

Ambassador Wapsworts. That is for the calendar year starting 
just a few weeks from then. 


1956 BUDGET COVERS ENTIRE FISCAL YEAR 


Mr. Gary. So that when we take up the appropriations for the 
fiscal year 1956, we will not have the estimates for the latter half 
of that year, will we? 

Ambassador Wapswortn. For 1956? 

Mr. Gary. Yes. 

Ambassador WapswortH. No. You will have some fairly long- 
range estimates and we think they will be pretty good estimates. 

I mean they will be good enough so that when the time comes to 
get the General Assembly into it, they will be firmed up in good shape. 

Mr. Gary. When you come before this committee for your 1956 
request, do you plan at that time to ask for appropriations for the 
entire fiscal year? 

Ambassador Wapswortu. Yes, sir. That is the plan and for the 
reason that it will very greatly enhance the possibility of adequately 
planning a good program of technical assistance. This fall, you see, 
when we couldn’t make our own pledge, it was impossible for the 
technical assistance board to know exactly what they could do, 
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Although 61 countries have put up nearly $13 million, several coun- 
tries have not yet contributed. They are waiting to see what we were 
going to do, because in some cases by agreement their contributions 
are contingent on ours. As of this coming May, things are going to 
get very, very difficult indeed, if we haven’t done something about 
this. 


MATCHING FUND REQUIREMENTS OF RECIPIENT COUNTRIES 


Mr. Gary. You spoke of the matching of funds. To what extent 
are foreign countries required to match the United States technical 
assistance funds? 

Ambassador Wapswortu. If I understand the question correctly, 
the answer is that last year the ratio was approximately 60 to 40. 

Mr. Gary. I am speaking now of the bilateral. 

Mr. Murpuy. Perhaps I can answer that, if I may. The policy 
of the United States Government is to require ‘‘a fair share contribu- 
tion” by the countries to the bilateral programs, which the United 
States is also financing. Now, that fair share, of course, will vary 
from country to country. The area where we have had our greatest 
success, Mr. Gary, is the area where the technical cooperation pro- 
gram has run the longest period, namely Latin America, and there the 
contributions of some of the countries exceed by many times the con- 
tribution of the United States to the bilateral technical cooperation 
program. 

In other areas where the program is newer, the results are less 
evident, although our policy is to finance projects only when the 
interests of the receiving country is great enough to justify the use of 
some of their own resources on those projects, at the same time. 

Mr. Gary. Of what does that matching consist, primarily? 

Ambassador Wapsworrts. It consists of contributions of various 
kinds. In some countries they actually put up cash to meet expenses. 
In other countries they put up services—labor of local individuals or 
employees. Materials are contributed in connection with projects, 
and in some countries it actually is a combination of all three. 

In other words, it can be labor, materials, and cash, so that it 
varies, Mr. Gary, from country to country, and there isn’t any one 
percentage figure or amount, that can be used to answer your question 
generally. 

Mr. Gary. Do those countries contribute to the payment of the 
technicians we send over? 

Ambassador WapswortH. They do not contribute to the payment 
of their salaries, Mr. Gary. They do provide services frequently, 
though. For example, they will provide transportation, automobiles, 
sometimes, for local transportation. 

They will provide office space and other facilities and accommoda- 
tions for the technicians supplied by the United Nations. 


ROLE OF COMMODITIES IN UNITED STATES PROGRAM 


Mr. Gary. To what extent are we providing or furnishing the 
countries with supplies under this program? 

Mr. Murpny. To a very limited extent, sir. Under this year’s 
act, the Mutual Security Act of 1954, the technical cooperation pro- 
gram has been given a very strict definition and it is limited to demon- 
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stration and know-how—extension of know-how, to these countries. 
And commodities are included only to the extent that they are essen- 
tial, to demonstrate the techniques involved. There are no sizable 
commodity components in the program. 

Mr. Gary. No sizable supply? 

Mr. Murpuy. That is correct, sir. Only what is needed for the 
purpose of demonstrating whatever technique is involved. 

Mr. Gary. You are now getting the program on the basis where 
it is largely a contribution by the United States of the know-how to 
the projects? 

Mr. Murpuy. That is correct, sir. 

Mr. Gary. And the supplies and commodities that are necessary to 
put the appropriation into effect, are supplied by the country in which 
the project is carried on? 

Mr. Murpuy. That is correct. 

If the technique is demonstrated and the individuals or the groups 
concerned are satisfied that it is a technique which will help them to 
raise their economic level, then the actual application of that technique 
is their responsibility and they must undergo whatever expense is in- 
volved in the application. 


MATCHING FUNDS FOR U. N. PROGRAM 


Mr. Gary. Mr. Ambassador, how does the United Nations technical 
assistance program compare with that of the United States, with 
respect to the matching of funds and the services supplied? 


Ambassador Wapsworts. The value of what we call local contribu- 
tions for 1954, was estimated at nearly $40 million, as compared with less 
than $30 million of the total United Nations contributions, of which 
ours was roughly 60 percent. If you add that $39 million to what the 
other countries of the United Nations give toward it, then the United 
States’ share is approximately 21 percent of the total spent on the 
whole program. We do not know, of course, as of this time what local 
contributions will be for 1955. If we have approximately a $28 million 
program, which is hoped for, for calendar year 1955, the local contribu- 
tions will be well in excess of $28 million. 

Now, those contributions I believe are very largely in services and 
things of that sort as well as cash, so it is hard to give the exact amount 
of money, but the Technical Assistance Board of the U. N. estimates 
the figure of $39,785,000 for 1954. 

Mr. Gary. In other words, the various members of the United 
Nations contribute to a joint technical assistance fund? 

Ambassador Wapsworrn. That is correct. 


UNITED STATES CONTRIBUTION TO U. N. PROGRAM 


Mr. Gary. Of that fund the United States contributes approxi- 
mately 60 percent? 
Ambassador Wapswortn. Yes. It was 55 percent of total pledges 
or 1954. 

Mr. Gary. That fund is used to extend technical assistance to 
other countries? 

Ambassador Wapswortu. That is correct. 
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Mr. Gary. When the United Nations funds are used in those other 
countries, the individual country contributes also to the project? 

Ambassador WapswortH. That is correct. 

Mr. Gary. So that when you consider the contributions of the 
United Nations, plus the contributions of the nation in which the 
project is carried on, the United States contributes approximately— 
29 percent, did you say? 

Ambassador WapswortH. Approximately 21 percent of the total. 

Mr. Gary. 21 percent of the total fund? 

Ambassador Wapswortu. Yes. 


RUSSIAN CONTRIBUTIONS TO U. N. PROGRAM 


Mr. Gary. You stated that Russia had just come into this fund. 
What are they contributing now? 

Ambassador WapswortH. They have put up what they consider 
to be roughly $1 million in rubles, each year. Their pledge for this 
coming year is approximately the same. The first two pledges have 
not been touched; they haven’t been used at all and probably will 
not be now, although they have been held in escrow, in a bank. 

Mr. Gary. They have been in the program for 2 years? 

Ambassador WapswortuH. Yes, sir. 

Mr. Gary. Contributing $1 million in rubles 

Mr. Puiuurps. Excuse me, sir. They have contributed actually a 
little over $2 million in rubles and they have pledged an additional 
contribution of approximately $1 million for 1955. 

It is a blocked account in a Moscow bank. In other words, it is 
not a convertible currency. It can only be used within the Soviet, 
or in ruble countries. 

Mr. Gary. Let’s have that again. The Russian contribution 
cannot be used except in what countries? 

Mr. Puruurps. In other words, it is a soft currency. It is not a 
hard currency. It can only be used to pay Russian experts or to buy 
Russian equipment, or possibly to pay for fellowships or so-called 
scholarships in the Soviet Union. It is not a freely convertible cur- 
rency. 

Mr. Gary. In other words, it is given by the Russians, with restric- 
tions? 

Mr. Puiturps. Yes, sir; to that extent it is restricted. They are not 
restrictions in the sense that, originally when the Soviet wished to 
make a contribution to the program it attempted to attach certain 
restrictions which were illegal in terms of the United Nations reso- 
lution which established the program. The Soviet wanted to limit its 
contribution to but one phase of this activity, but that was contrary 
to the rules and regulations of the program and they were turned down. 
They then agreed to abide by the regulations and their first contribu- 
tion was accepted in March 1954. Rubles are not a convertible cur- 
rency, and to that extent the Soviet contribution is limited in use. 

Mr. Gary. You mean you can’t use the rubles in other countries 
because nobody would accept them? 

Mr. Puruuips. Yes, sir. 

Mr. Gary. Therefore, you are limited in the use of their contribu- 
tion in the satellite countries? 

Mr. Puriuuips. Yes, sir. 
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Mr. Gary. You—off the record. 
(Discussion off the record.) 


USE OF UNITED STATES FUNDS FOR SOVIET EXPERTS 


Mr. Gary. Mr. Ambassador, can the United States representative 
to the United Nations assure this committee and the Congress of the 
United States that no United States funds contributed to this program 
will be used to support Communist technicians who might be sent in- 
to non-Communist countries and thereby given the opportunity of 
spreading Communist propaganda in those countries? 

Ambassador Wapswortu. I can assure you that no United States 
dollar contributions will be used to send Soviet, or Soviet satellite, 
technicians to non-Communist, free nations. 

Mr. Passman. Mr. Ambassador, I think it was stated a moment ago 
that India may request Soviet experts. What would you do in a 
case like that? 

Ambassador WapswortH. If India requests Soviet experts on a 
certain project, we would have no control over that, that would be 
India’s business. 

Mr. Passman. Then we would be using United States dollars 
indirectly would we not, because they would have some reason for 
requesting only Soviet experts. 

Ambassador WapswortH. But the dollars would not be used for 
that project. 

Mr. Passman. Would you have that control over the U. N. program? 

Ambassador Wapswortu. Yes, but it is largely because as was 


brought out, the Soviet expert will be paid only in rubles and we 
would not contribute to their support. 

Mr. Taser. I don’t know whether you know it, or not, but this 
whole program has been in bad odor with this committee for some 
little tue. For instance, in 1954 when the bill was prepared, it 
provided an et of $8,500,000 to cover the entire fiscal year 


1954. When the money was all put out by the first of July, we were 
very specific about that. This time we left it out ‘ntindly and the 
Senate put it in and we finally compromised and agreed on the item 
you have told us about. There never has been any evidence of any 
benefits. It has appeared all the way through that there was duplica- 
tion all over the lot in connection with it. 

Now, I don’t know whether you care to comment on that situation 
or not, but I don’t feel that I should allow you to go out of here 
without knowing that that situation exists. 

Ambassador WapswortuH. Well, I don’t believe I would have too 
many specific comments on it, Mr. Taber. I did not realize until the 
committee brought it to the attention of the Department, that there 
was that apparent, either misunderstanding or disregard of the 
committee’s wishes. I know that an investigation was made of it 
and the Comptroller General’s conclusions were that nothing had been 
done which was not authorized. I am not familiar with the thing 
myself and I don’t believe I am competent to argue the case. 

I do know, of course, that due to that fact there has been consider- 
able feeling on the part of some of the members of the committee, 
against this program. 


§9135—55——_28 
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Mr. Taper. As far as I am concerned, I have had no confidence in 
it in the last 2 or 3 years. There was nothing that happened in the 
hearing last summer that tended in the slightest degree to mitigate 
that feeling. 

That is the only thing I care to say to you before you go. 


POPULARITY OF U. N. PROGRAM 


Mr. Gary. Mr. Ambassador, do you think that this program is 
more popular abroad and gives the United States more credit than 
our own technical assistance program? 

Ambassador Wapswortu. I can only give you the reaction I get 
around the United Nations, and around the United Nations they are 
more interested, perhaps, in U. N. programs except those who are 
beneficiaries of the United States program. It is my conviction, 
however, that we do get credit from the other governments for our 
efforts on the multilateral side as well as on the bilateral side. 


REFUGEES FROM COMMUNIST COUNTRIES AS EXPERTS 


Mr. Gary. It did develop last year that in the list of technicians 
which were furnished this committee, it appeared that several of 
them were from the satellite countries. I believe subsequently it 
was explained to the Senate, but it was never explained to this com- 
mittee, that they were refugees. A statement was made a few mo- 
ments ago, I believe, that some of those technicians from satellite 
countries are still employed but they are refugees and not Communists, 
is that true? 

Ambassador Wapswortx. That’s right, yes, sir. 

Mr. Gary. Are there any Communists in the program so far as 
you know at the present time? 

Ambassador Wapswortu. So far as we know there are none. 

Mr. Passman. If there is no objection, the committee will excuse 
the Ambassador, and the other questions will be directed to the staff. 


AGENCY OBLIGATIONS OF THE U. N. BY COUNTRIES 


This aid is going into 80 countries out of 84? 

Mr. Puiturps. There are 80 countries including territories. I think 
the confusion is that we use the term “countries” generally. It is 
countries and territories. 

Mr. Passman. Would it be possible for this man to go to that many 
countries and territories which are not under Communist domination? 
There are just not that many free countries. 

Mr. Puruurps. Yugoslavia would be a case in point. That is a 
Communist country not commonly considered a satellite country. 
I would have to check the records, but I believe there is U. N. activity 
in Yugoslavia. 

I have a complete list. 

Mr. Passman. Will you insert that list in the record. I think that 
will clear up the matter. 

Mr. Puiuurps. This shows the agency obligations of the U. N. 
in each country of the world. 

(The document referred to follows.) 
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United Nations expanded program of technical assistance—Agency obligations by 
country and region—Project costs 


[United States dollar equivalent} 


Region and country 


AFRICA 
Egypt 
Ethiopia 
French West Africa 
Liberia 
Libya 
Nyasaland 
Some jcc. ge 6 ssse4<ce 
Tanganyika 
Tunisia - - 
British West Africa 
Gambia 


Gaid Caeek 1 ci0idec.k 2 Rh ca 


Morocco 

Nigeria 

Sudan 

Uganda 

Belgian Congo 
Kenya- _- 

Southern Rhodesia. 
Ivory Coast- 
Regional projects 


Brunei 
Burma_- 
Cambodia 
Ceylon 


Gane Cr eee 6). i... dks Shh bccn es dd. 


Hong Kong 
India 


Pakistan 
Philippines 
Sarawak 


Sia oUeadevccccuvcoutecceustthocsbessecs 


Thailand 
Vietnam 


Pacific islands (United States) 
Regional projects 


Barbados 

Bolivia 

Brazil__- t 

British Guiana..._...-.-- 
Chile 

Colombia 

Costa Rica 

Cuba. _.- 

Dominican Republic 
ORNs Et... bli Wen dd. ckahbd ‘ 
E] Salvador 

Guatemala 





1950-51 


15, 166 | 
139, 035 


188, 104 





460, 057 
7, 862 
164, 679 
38, 871 
190, 817 


268, 312 
63, 080 
1, 179 

2, 763 
262, 876 
50, 542 


237, 873 


4, 885 | 


302, 697 


654, 443 


9, 000 
430, 803 
57, 387 
456, 029 
136, 543 
7, 335 
1, 045, 248 
565, 232 
31, 750 
53, 923 
22, 109 
32, 024 
48, 628 


31, 351 
1, 041, 574 
363, 394 
42, 630 
14, 083 
608, 021 
53, 227 
2, 257 
2, 257 

2, 257 
881, 402 


264, 794 


17, 438 | 
268, 950 
771, 960 | 


64 


, Tal | 





”""§8, 424 


2, 133 
484, 879 
40, 127 
545, 422 
199, 749 
14, 423 
945, 696 
754, 132 
12, 975 


41, 897 
56, 256 
35, 686 
2, 582 
33, 850 
910, 425 
306, 475 
33, 831 
51, 362 


1, 682, 249 





"B68, 474 


485, 264 
250, 534 

17, 649 
207, 959 
587, 939 


” "90, 606 
37, 721 
47, 542 


39 

25, 053 
16, 587 
8, 358 


37, 968 
1, 761, 315 


104, 368 
348, 462 
250, 208 
21, 207 
579, 257 
587, 428 
14, 044 
29, 738 
47, 154 
46, 146 
63, 900 
3, 000 
32, 907 
751, 971 
312, 815 
25, 444 
46, 993 
452, 484 
1, 761 





1, 435, 247 | 5, 938, 464 


"94, 977 
106, 550 


143, 488 
138, 633 
44, 821 
4, 632 


102, 938 
123, 041 
35, 247 
80, 638 
38, 011 
2, 193 
129, 604 
933 
4,611 


200,077 


495, 262 

11, 907 
255, 385 
232, 712 
186, 752 


24, 306 | 


88, 984 
526, 490 
304, 099 
174, 526 
272, 278 
57, 407 
52, 148 
487, 900 
34, 700 
62, 030 


5, 474, 357 


1, 236 
304, 116 
833, 021 

32, 319 
222, 150 
163, 746 
126, 761 

13, 586 

52, 000 





348, 440 
201, 726 
126, 551 
168, 488 
67, 375 
57, 979 
184, 305 
37, 836 


140, 045 | 





4, 612, 966 


277, 323 
370, 445 
19, 143 
251, 317 
198, 837 
105, 380 
24, 007 
42, 510 
261, 358 
147, 277 
93, 335 
153, 267 
58, 930 
19, 169 
321, 187 
77,014 
108, 536 


55, 147 228, 961 
165, 843 
22, 971 
4, 047 


228,743 | 
198, 130 | 
14, 799 | 
23, 138 | 


201, 083 
137, 337 
32, 918 
103, 942 
9; 184 








434 


United Nations expanded program of technical assistance—Agency obligations by 
country and region—Project costs—Continued 


[United States dollar equivalent] 


Region and country | 1950-51 | 


THE AMERICAS—Ccontinued 


Puerto Rico (United States) 
nN CIID CRIN Soo oo cee ecteccmcstinecclemennnnsinicee 
Surinam ‘ . 


163 
6, 523 
10, 820 
21, 592 
4, 359 
Italy. 
Luxembourg 
Portugal. _- 
Spain -- 
i ovnwt Ueda th bik marcia echoone nen urunenigtedenebeds _ 


Yugoslavia--- 633, 616 
Malta__- | ra ES: ce 
Regional projects 98, 867 25, 848 


1, 522, 440 1, 434, 792 


———SSooOoO 


587, 108 311, 188 
; 1, 153, 536 , 778, 731 
81, 922 547, 869 
90,272 | 601, 252 
22, 747 99, 619 
94, 423 225, 971 
56, 260 160, 072 
108, 754 
3, 457 
66, 478 


926,786 | 4,099, 561 


Interregional 28, 036 117, 229 
Other project costs 319, 542 171, 310 


IRN os oso. ntieblcnucedbtcalbbodecdatad 4,515,145 | 18, 800, 543 | 17, 818, 147 
Indirect operational costs 952, 2, 069, 591 1, 970, 494 
Administrative costs 789, 233 1, 622, 479 1, 729, 487 
179, 480 475,516 | 1,299,490 


6, 436, 251 | 22, 968,129 | 22, 817,618 





Source: OIA, Feb. 23, 1955. 
CURRENT FINANCIAL STATUS OF U. N. PROGRAM 


Mr. PassmMan. This covers the period January 30 to June 1, 1955. 
Two months have already gone. What effect would that have? 

Mr. Puiuurrs. The Technical Assistance Board in New York is 
awaiting the results of possible United States action. I would be 
happy to submit a report of the obligational status of the program 
now. If the United States is unable to contribute, some programs 
now underway will have to begin to be discontinued and experts will 
be withdrawn from the field in many of the programs. 

Mr. PassmMan. Will the experts be withdrawn or will the activities 
be curtailed? 

Mr. Putuurps. Both. 

Mr. Lanuam. Just what programs would have to be discontinued 
and how many experts will have to be discharged? 
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Mr. Puuurps. If I might answer your question, sir, by giving you 
a brief up-to-date summary of the financial status. I cannot give 
you each program that will be curtailed but perhaps in terms of the 
overall figures I can help out. 

As of January 1, 1955, there are in unobligated funds on hand, 
$7,495,000. The anticipated collections from January 1 to April 30, 
1955, is $4 million. That is at the approximate rate of $1 million a 
month. That gives a total gross unobligated fund of $11,495,000. 

Now, $4 million of that amount is represented by funds which are 
not easily or not quickly available. They are either funds in soft 
currencies which can be used for limited purposes, or there are other 
difficulties in making them immediately available. That leaves net 
available resources up to April 30, 1955, of $7,495,000. 

The monthly requirements to maintain projects which are currently 
in operation, is approximately $1.6 million. That represents the 
amount necessary to maintain these projects. 

That means that by April 30, 1955, $6,400,000 would be necessary 
to maintain operations at the current level, leaving the net balance 
available on April 30 to continue the program of approximately $1 
million. Therefore, it is clear that by April 30, there will have to be a 
drastic curtailment. I could not tell you exactly what programs 
would be discontinued or how many experts wikdbenra, but it is 
perfectly clear that there would be a very drastic curtailment of all of 
the programs, and certainly a large number of experts would have to be 
withdrawn. 

Mr. Passman. Inasmuch as your agency knew that you can make 
no commitment for the calendar year 1955, would it not have been 


proper to curtail this program at the beginning of the year? 
Mr. Puiurps. I think the feeling was, Mr. Chairman, that they 
wanted to continue as long as they felt there was any hope that there 
by the U 


might be a contribution nited States. The United States 
representative at the conference, Senator Smith, indicated that the 
President would request funds from Congress, although he wanted it 
understood this was not to be considered a pledge. The hope was 
that the program should continue as long as possible, on the basis of 
existing resources, until the last possible moment. 

Mr. PassMan. I certainly do not want to be misunderstood, but 
the law was so perfectly clear that no commitment could be made. 
I was somewhat surprised to learn they were continuing the program 
full force on just bare hopes that the Congress would give the money. 
That is really what happened, isn’t it? 

Mr. Puiuurps. That is it exactly. 


UTILIZATION OF RUSSIAN FUNDS 


Mr. Natcuer. The Ambassador has pointed out to this committee 
that the United Nations technical assistance program has worked so 
well that Russia has again pledged $1 million for the calendar year— 
is that correct? 

Mr. Putuurps. Yes. 

Mr. Nartcuer. Russia pledged last year the same amount. 

Mr. Puriuurps. Yes, sir. 

Mr. Narcuer. What portion of this money will be used this year 
to pay Russian technicians and experts and those employees in this 
particular program, from the satellite countries? 
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Mr. Puiuips. The percentage of the amount being contributed or 
presumed to be contributed this year? 

Mr. Natcuer. Yes. 

Mr. Putuurres. We have a rough estimate which is a working esti- 
mate only and which may not be final. Approximately $1 million in 
Soviet rubles has been programed for 1955. About 92 percent would 
be used for the purchase of Soviet supplies or equipment. The remain. 
ing, roughly speaking, 8 percent, would be used for the payment of 
four experts to India, with an average of 9 months each in India, and 
the sending of one expert from India to the Soviet Union for technical 
training for a period of 5 months—pardon me. That is incorrect. 
The sending of ten Indian nationals to the Soviet Union for a period 
of 1 month each, for technical training. 

Mr. Narcuer. Then in reality, Russia has earmarked-.every penny 
of the fund contributed for the year 1955? 

Mr. Puiturps. The Technical Assistance Board has earmarked that 
money. If I may speak off the record. 

Mr. PassMAN. You may. 

(Discussion off the record.) 


PERCENTAGE OF FUNDS AND EXPERTS PROVIDED BY UNITED STATES 


Mr. Natcuer. Mr. Chairman, back on the record, I would like to 
ask this question: What percentage of the total funds contributed last 
year for this partitular program came from the United States? 

Mr. Puruuipes. In 1954? 

Mr. Natcuer. Yes. What percentage of the total amount? 

Mr. Puriures. Of the total amount contributed to the central fund? 

Mr. Natcuer. That’s correct, by all the nations. 

Mr. Puruuies. Fifty-five pere ent. 

Mr. Natcuer, What percentage of the employees working in this 
particular program are citizens of the United States? 

Mr. Puiuurps. Of 1,000 experts in the program, the United States 
has 233. This was during the 1954 calendar year. 

Mr. Narcuer. Of 1,000, the United States has how many? 

Mr. Parutres. I want to correct my statement. The total number 
of experts employed during the year was 1,604. 

Mr. Nate HER. Out of that. number, how many are citizens of the 
United States? 

Mr. Puiurres. There were 233 citizens of the United States. 

Mr. Natcuer. Now, we have contributed 55 percent of the total 
fund? 

Mr. Puiuuips. Yes, sir. 

Mr. Natcuer. What percentage of the employees connected with 
this program in every capacity—administrative, experts, technicians, 
are citizens of the United States? 

Mr. Putuutps. I’m afraid I shall have to get that for the record, sir. 
We don’t have that available. 

Mr. Natcuer. I would like to have that made a part of the record 
at this point, Mr. Chairman. 

Mr. Passman. If there is no objection, 1t will be made a part of 
the record. 

(The information requested follows:) 
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14.53 percent of the experts employed by the United Nations expanded program 
of technical assistance during 1954 were United States citizens. The percentage 
of total employees of the expanded program which are United States citizens will 
be furnished to the committee as soon as additional information which the Depart- 
ment of State has requested is received. 

May I state for the record, according to your statement we are con- 
tributing 55 percent of the funds, but are privileged to name only 
12% percent of the personnel. 

I can change my statement. We are contributing 55 percent of the 
fund, but according to 1954 records we were only—might I say— 
permitted to employ 12 and a half percent of the personnel. 

Mr. Purituires. That percentage is approximately correct. Actually 
the figure is 14.5 percent. 

Mr. Natcuer. Just one other question, Mr. Chairman. 

Mr. Chairman, as I understand it, during the calendar year 1954, 
there were 61 contributing nations, is that correct? 

Mr. Puruuips. It was 74, for 1954, and 61, for 1955. 

Mr. Natcuer. Now, of the 74 contributing what was the total 
amount contributed? 

Mr. Purturres. The total paid last year by all countries was 
$24,433,000. The total pledges for 1954, were $25,342,511. 

Mr. Natcuer. Of that total of pledges, was it all paid in—all 
collected? 

Mr. Puiturps. $24,433,456 was paid in. There is normally a lag 
of a year or two varying—in the neighborhood of 5 percent—a 5 
percent lag in completion of payments. 

Mr. Natcurer. How much was contributed by the United States 
last year? 

Mr. Puituirs. Last year the United States contributed a total of 
$13,861,809. 

Mr. Narcuer. How do you arrive at that percentage, the amount 

we contributed in comparison to the total amount pledged and paid 
in? What rule do you use in arriving at the figure that we should 
yay in? 
’'Mr, Panis. The actual percentage was, in round figures, 55 per- 
cent. When the program first started, we contributed as high as 
60 percent of the amount paid into the central fund. It was the 
feeling in the executive branch that after this program got started, 
the United States should begin to reduce its proportional share, and 
as a matter of policy, a goal of 50 percent was set. It is anticipated, 
if we continue in the program, that within the next year or two, we 
should be down to 50 percent. 

Mr. Natcuer, Thank you, Mr. Chairman. 


ACTIVITIES OF THE U. N. PROGRAM 


Mr. Taser. Just what do you do? 

Mr. Puiuuips. I didn’t understand. 

Mr. Taser. Just what is this program and just what do you do? 

Mr. Patturrs. The United States does not engage in operations. 
The United Nations specialized agencies actually carry out the 
programs. They provide the experts, they plan the programs. 

Mr. Taser. That’s all right; but what do you do? 

Mr. Puiturrs. What do the United Nations agencies do in the 
countries? 





438 


Mr. Taser. That is the idea. That is what I am trying to find out. 

Mr. Puiturrs. They engage in programs which include such 
activities as agriculture, public health, education, labor problems, 

Mr. Taser. Culture? 

Mr. Pups. I suppose culture might be included under education. 
There is no separate provision for culture as such, though I think cul- 
ture might be considered part of education. They include also such 
activities as technical advice in public administration, public finance, 
tax laws, transportation. There is also one of the specialized agencies 
dealing in civil aviation—these are typical examples of the fields of 
activity in which the program operates. 

Mr. Taser. Could you tell us what some of your projects are? 
How many projects do you have that you are carrying on presently? 

Mr. Puruurres. I am not sure I could answer that question—the 
total number of projects of all kinds in the world? 

Mr. Taser. That was what I asked. 

Mr. Puiuurrps. There are approximately 700 projects throughout 
the world. We would have to get the exact figure for you, sir, but in 
round figures there are approximately 700 projects of all kinds. 

Mr. Taser. Would you be able to give us a breakdown of the pres- 
ent number of projects and the amount of money that is involved? 

a Puiturps. Yes, sir; we could provide that and will do so for the 
record. 

Mr. Taser. Do you have a standard object classification for this 
item? 

Mr. Puiiurrs. The United Nations has provided us with a full 
report on its program for the calendar year 1955, which breaks down 
the categories of projects, the amounts of money, the number of 
man-hours involved, I’ll be very happy to make a copy of this available 
to you. 

r. PassMAN. Will the gentleman yield? If you will make this 
report available, then we will insert in the record certain information 
from the report. 

Is that agreeable, Mr. Taber? 

Mr. Taper. Yes. Leave it here with the clerk. 

(The information requested was filed with the committee.) 


OBLIGATIONS BY OBJECTS FOR U. N. PROGRAM 


Mr. Taser. You have 1,614 people on your roll. How much are 
those people being paid for personal services? 

Mr. Puruurps. We don’t have that available immediately. We 
will be able to get it very readily and will be glad to do so. 

Mr. Taser. How much are you spending for transportation? 

Mr. Puiuurrs. That, I’m afraid, we would have to obtain as well. 

Mr. Taser. Show transportation of persons and things separately 
if it is possible. 

Mr. Puiurps. 1954 figures, sir, are being compiled at the present 
time, which would give us a breakdown on these objects and we 
would be happy to supply them for the committee. 

(The information requested is as follows:) 
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Unitep Nations ExpaNDED PROGRAM OF TECHNICAL ASSISTANCE 
Obligations, 1954 


United Nations Technical Assistance Administration. -........--- $4, 653, 408 
International Labor Organization 1, 963, 275 
Food and Agriculture Organization 4, 714, 747 
United Nations Educational, Scientific, and Cultural Organization_. 2, 416, 290 
International Civil Aviation Organization 753, 782 
World Health Organization 

Technical Assistance Board 


Total obligations for 1954 


1954 obligations by object of expenditure 


Personal services $12, 317, 898 
Supplies and equipment 1, 529, 312 
Travel and transportation 2, 564, 170 
Contractual and other services 547, 520 
Grants and subsidies 2, 558, 902 


Total obligations for 1954 19, 517, 802 


Mr. Taser. Is there any record of what you are doing, now? 

Mr. Purutips. In records there is alwaysalag. The 1954 statistical 
information should be available, soon. It isn’t actually in our hands, 
yet. 

Mr. Taser. How much are you spending for supplies and equip- 
ment? 

Mr. Putuips. I would have to obtain that information in the same 
way we would have to obtain information about transportation costs. 

I might say there is very little equipment used in the expanded 
program of technical assistance. The program consists primarily of 
sending technical experts into these various countries. There is very 
little equipment involved. 

Mr. Taser. You use & minimum of equipment? 

Mr. Puiturps. Yes, sir. 

Mr. Taser. I was wondering what you did with the $24 million you 
had last year. Did you have about the same number of personnel that 
you presently have? 

Mr. Putuurps. I believe there were somewhat fewer experts in the 
previous year than during the year ending December 30, 1954. 

Mr. Taper. According to this picture you appear to be spending 
somewhere in the neighborhood of $15,000 on each one of these 
people. I don’t know what there could be that would justify an 
expenditure such as that. 


BASIC CATEGORIES OF EXPENSE 


Mr. Purturrs. It might be helpful if I were to indicate the basic 
categories of expenses involved in this program. Taking the year 
1954—total obligation amounted to approximately $20 million 

Mr. TABER. ich year was that? 

Mr. Puruurps. 1954. 

Mr. Taser. You stated that this program had $24 million in 1954. 
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Mr. Puruurps. Part of the difference, Mr. Taber, lies in the sum 
that went into the working capital fund. The difference between 
the round figure of $20 million and $24 million is largely the result 
of a sum of approximately $3 million that was added to the working 
capital fund under a revised program. They are building up a work- 
ing capital fund. The total amount obligated in 1954 in round figures 
was $20 million. 

Of that amount, $15 million was used for direct project costs. 
That is about 78 percent of the total. $2,612,000, or about 13 percent, 
was used for what is called indirect operational costs. That includes 
the pay and expenses of the resident representatives. They are the 
representatives of the Technical Assistance Beard who provide 
coordination and liaison among the various experts in each country. 
About $1,700,000 for so-called agency backstopping costs, and 
$885,000 for resident representatives, combined to give a total of 
$2,612,000 for indirect operational costs. 

This constitutes indirect operational cost, such as the pay of resident 
representatives, the backstopping operations at the headquarters and 
in the various specialized agencies working out programs, giving 
administrative support to the experts, and so forth. 

Now, under administrative costs, as distinct from indirect opera- 
tional costs, there was a sum of $1,760,000 for administrative costs of 
the agencies, and about $400,000 for expenses of the Technical Assist- 
ance Board in New York. This brings a total of about $20 million—to 
be exact, $19,517,000. That is the basic breakdown of the funds 
obligated during calendar year 1954. 


WOOL PRODUCTION IN ECUADOR 


Mr. Taper. Can you give me one project involved in this situation 
and tell me what it was, and what the United Nations did? 

Mr. Puruurps. I'll be happy to. 

Mr. Taser. And what it cost. Can you do that, now? 

Mr. Puiuurrs. Yes, I believe I can give you an example. 

Mr. Taser. Give me just one, for now. 

Mr. Putuurps. I just returned from one country where I spent some 
time looking at the United Nations and United States programs. 
Since you ask me to single out one program, I would like to tell you 
briefly about a project in Ecuador which is undertaken by the Food 
and Agricultural Organization. Now, this project is directed to 
increasing the supply of wool in Ecuador, where one would suppose 
wool could be produced in quantity. There is adequate grazing 
country, and generally good condititions for sheep. In spite of this, 
the country continues to import wool. The FAO expert has assisted 
the Government in setting up a project at Cotopaxi some 12,000 feet 
above sea level, where experiments in cross-breeding have been carried 
on—they have purchased a small number of rams from the United 
States and have bred them with native sheep. The native sheep 
produce a very small amount of wool—I think it is about a pound 
and a half per sheep. As a result of this crossbreeding, they have 
succeeded in increasing the production of wool from these sheep to 
between 5 and 6 pounds per sheep. 

Now, in this way alone, without the importation of large numbers 
of sheep, and without a great increase in the production of sheep, 
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they are able to increase wool production by 5 or 6 times. The 
project also involves experimentation in growing various grasses at 
high altitudes. The local grasses heretofore believed inadequate to 
sustain sheep, have been shown to contain considerable nutritional 
value. 

The FAO expert is in constant touch with some 40 or 50 sheep 
farmers who visit the farm regularly and whom he visits at their 
farms. ‘The sheep are Government-owned. The equipment, the 
barns, the buildings, the help, is all paid for by the Government of 
Ecuador and the United Nations contribution consists solely of the 
amount of money paid to the FAO expert. I do not know exactly 
what his pay is. I would guess it was in the neighborhood of $9,000 
to $10,000. 

Also at the Cotopaxi Station, some 30 or 40 miles south of the 
capital city of Quito, an FAD expert is engaged in a calf-feeding proj- 
ect. Ecuador is a country which suffers a great meat shortage. One 
of the reasons for that shortage is the practice of the farmers to 
slaughter calves when only about a week old. It is believed that 
raising calves to maturity for beef is uneconomical. They concen- 
trate instead on dairy production and believe that it is too expensive 
to feed whole milk to calves. 

The beef expert has shown that by feeding these calves on skimmed 
milk and homemade compounds it is economically feasible to raise 
those calves to maturity and thereby greatly increase the meat pro- 
duction of the country. 

I was interested to note that Quito, a city of about 220,000 popula- 
tion, receives an average of 75 cattle a day to supply meat for the metro- 


politan population. This is an unnecessary situation. They have 

the facilities, they have the land, they have the grasses to support a 

much larger livestock industry. These 2 men, representing a cost of 

approximately $20,000, are making net progress, and significant 
1 


economic gains will undoubtedly resi 
project. 
I’m sorry I have taken so much of your time. 


t to Ecuador from just this 1 


COST OF ECUADOR PROJECT 


Mr. Taser. How much are you expending on that project? 

Mr. Puiuurps. I think I can obtain that for you readily. 

That project is estimated—the combined project for 1955, at 
$26,550. 

Mr. Taser. That is over and above the amount contributed by 
Ecuador? 

Mr. Puiuuirps. Yes. That is all that is paid by the Food and 
Agriculture Organization. The barns, the equipment, the sheep, the 
people who work there and even the farm director himself, an Ecua- 
doran, are paid by the Government. 

Mr. Taser. Is there any reason why these people couldn’t do this 
for themselves? 

Mr. Puiuuies. That is the interesting part about it, Mr. Taber. 
The people in many of these countries just don’t have the technical 
know-how. The farmers—I wonder if I might just ‘go off the record 
1 minute. 

Mr. Passman. Without objection, it is so ordered. 

(Discussion off the record.) 
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TOTAL ACTIVITIES IN ECUADOR 


Mr. Taser. How many other projects has the Foreign Operations 
Administration in Ecuador? 

Mr. Puiuurps. If I may ask Mr. Roseman from FOA, perhaps he 
could give the total number of projects. 

Mr. Roseman. I am afraid I can’t give it in projects. We have a 
total of about 42 technicians in Ecuador, in 5 fields. Those fields 
are agriculture, industry and mining, transportation, communications 
and power, health and sanitation, and education. 

Mr. Taser. How many do you have in each one of those fields? 

Mr. Roseman. We have about 15 people in agriculture, 5 people 
in industry and mining, 5 people in transportation, communications 
and power, 8 people in health and sanitation, and 9 people in 
education. 

I can’t give you the exact figures of today, sir, but that is the 
approximate staffing pattern. There may be a vacancy or two. 

Mr. Taser. How many people do you have in the project that 
you were telling us about, Mr. Phillips? 

Mr. Puiuures. In that particular project involving sheep and beef? 

Mr. Taper. Yes. 

Mr. Puiuurrs. There are two. 

Mr. Taser. How many other projects do you have in Ecuador? 

Mr. Puiuurps. In the United Nations program there are these 
areas of activity: There is first, the field of public administration. 
The Technical Assistance Administration has 2 experts, 1 in the 
field of public finance, and 1 in customs administration. There is 
an expert in the field of low-cost housing. There have been, or are, 
three experts—— 

Mr. Taser. How many are involved in that low-cost housing? 

Mr. Puruurps. One. 

Mr. Taser. Where did he come from? 

Mr. Puiuurps. He is from the United States. 

Mr. Taser. Yes, but where does he come from? 

Mr. Puiturps. What part of the United States? 

Mr. Taser. Was he with the Housing Administration? 

Mr. Puruurps. I couldn’t tell you. He has been with the United 
Nations Technical Assistance dulodainension for some 3 or 4 years. 
I couldn’t say where he was before then. 

Mr. Taser. How many more do you have there? 

Mr. Puiurps. In this particular program, the public housing? 

Mr. Taser. You told me there is only one. 

Mr. Puiturps. That’s correct: 

In the next category, port and road development—they were re- 
locating a port 

Mr. Taser. And how many do you have there? 

Mr. Puiuurps. There are 3 there, though 2 of those will shortly be 
transferred to the Government payroll. 

Mr. Taser. How many more? 

Mr. Puiuurps. I am not certain about this, but I believe there is 
an expert who is working for the Development Bank of Ecuador, 
providing assistance in the organization of a credit department. I 
did not personally meet him, so I am not certain that he is still there, 
but I believe he is. 
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Mr. Taser. How many people? 

Mr. Puruurps. One. 

Mr. Taser. What else? 

Mr. Puiturps. The International Labor Organization has an expert 
in the small industries field. Actually, this is a handicraft project for 
the Indians. 

Mr. Taser. Do you mean the labor organization? 

Mr. PHILips. The International Labor Organization. One of 
their experts is working with the Andean Indians. Ina complementary 
undertaking with the FOA, as a matter of fact. 

Mr. Taser. They are teaching the Indians how to make baskets? 

Mr. Puriurrs. They are teaching some of these Indians, whose 
civilization predates the Incas, how to use some of their latent talents 
in the handicraft field. They are presently turning out some very 
fine work. 

Mr. Taser. In metals? 

Mr. Puruiurrs. They have not gotten into metal handicrafts yet. 
They may eventually get into silver handicraft work. Mostly it is in 
hand-loom weaving; wool and cotton weaving. All handicraft work. 

Mr. Taser. What else? 

Mr. Puiturps. I believe they intend to get into the silver work, 
but they haven’t done it. 

The ILO also has an expert who, with the help of three local people, 
has been engaged in a manpower survey started in late 1953. It is 
anticipated that the project shortly will be concluded. 

Mr. Taser. A manpower survey? 

Mr. Puiuurps. Yes. A survey of the various kinds of skills avail- 
able, where they are located and so forth. 

Now, going back to the field of agriculture, I listed the two experts, 
one working on beef and one on sheep. There is, I believe, another 
man who is working on cotton production; advising a National Cotton 
Development Association which the Government controls and runs. 
The expert advises on the problems of production of cotton, tillage of 
cotton, fertilization, control of insect pests and so forth. There is 
also one expert in FAO who has just come in to work on a survey of 
timber resources. 

Mr. Taser. Anything else? 

Mr. Puruurps. I think that covers FAO. Some of these come and 
go. It is a little difficult to have an up-to-date survey. Some were 
on the way in and some on the way out when I was there. 

Mr. Taper. Are there any others in Ecuador? 

Mr. Puruurps. Yes, there are. The World Health Organization 
under the expanded program—these are all under the expanded 
program of technical assistance. 

They have two experts. 

Mr. Taser. Are they on the roll of the United Nations? 

_ Mr. Puiuurps. Yes; they are paid by the World Health Organ- 
ization. 

Mr. Taser. Is it in the technical assistance program? 

Mr. Puiuurrs. Yes; because all the technical assistance under the 
expanded program is carried out by the specialized agencies, since 
they receive money for this from the special fund. 

I believe that is an up-to-date listing. There could be some 
mistakes here and there. 

Mr. Taser. I think that is all I wish to ask at this time. 
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CATEGORIES AND NUMBERS OF PROJECTS 


Mr. Passman. Mr. Phillips, you stated in your testimony that there 
were 700 programs going on—700 different types of programs. Is 
that correct? 

Mr. Puruurps. That’s right, although that might not give an 
entirely accurate impression. For example, FAO may have the 
same kinds of programs in different countries. They may have a 
similar sheep project in Bolivia or somewhere else. 

Mr. PassMAN. Someone might get the impression that you had a 
total of 700 programs going, but there are 700 different categories of 
programs. 

Mr. Puruurps. There are 700 different projects. Some of those 
projects may be very similar in various countries. 

Mr. PassmMan. If you were building roads, you could have 700 
different projects going on. I am trying to determine whether you 
have 700 different categories of projects. 

Mr. Puaruuips. No, I had intended to mean 700 projects which 
would include various categories. 

Mr. Passman. Do you have any idea how many projects you might 
have in different categories, without having to go through this book? 

Mr. Puruures. This is a very difficult thing to estimate. 

Mr. PassmMan. Just roughly. 

Mr. Putuuips. I would guess at least 10 different major categories, 
Now, there can be subdivisions of these categories. 

Mr. PassMaNn. There is a lot more than that that is cataloged here. 

Mr. Paris. You might, for example, have an education program 
and that could be broken down into different projects. 


PURPOSE OF WORKING CAPITAL FUND 


Mr. Passman. Of the $25 million appropriation for 1954, including 
contributions of all nations, was $4% million put into a working 
capital fund. What is this capital fund? What is it used for? 

Mr. Patiurrs. The Economic and Social Council in 1953 voted to 
increase a fund which had existed up to then, of $3 million. The 
feeling was that a program of this size should have a working capital 
larger than $3 million. 

Now, as to the use of that fund, the objective is to have a working 
capital fund of $12 million, the money is to be used, if liquidation 
occurs, to pay liquidation costs. 

Mr. Passman. Are they anticipating liquidation? 

Mr. Puruuirs. If at any time the program has to liquidate they 
have to make sure they can meet their contractual obligations. 
The contracts for experts and so forth. 

Mr. Taner. They are looking forward to the time when they will 
have to liquidate the program? 

Mr. Puitups. The assumption is that eventually this will have to 
be liquidated. There must be provision for it in any case. 

Secondly, having such a working capital fund permits a continuity 
of operations. For example, if pledges are made, but collections have 
not actually come in they can draw on that working capital to the 
extent of pledges made. 

Mr. Passman. Dr. Fenton—— 
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COORDINATION OF UNITED STATES AND UNITED NATIONS PROGRAMS 


Mr. Fenron. Isn’t there a lot of duplication in these projects? 
How are the efforts of the World Health Organization of the United 
Nations, the Pan-American health program and the bilateral United 
States program coordinated? Do they coordinate their efforts in 
these various countries? 

Mr. Puiuures. That has been a matter of great interest and concern 
to me since I became associated with this program, and it is one of 
the principal reasons why I have taken 1 or 2 trips to look into these 
projects. 

For example, on my recent trip, I noted on paper certain areas which 
appeared to me to contain duplications. I made special inquiries with 
respect to those areas. 

In 95 percent of cases, I found that what appeared to be duplication 
and overlapping was actually not. They were frequently comple- 
mentary undertakings. Let me give an example of what I mean. 

Mr. Fenton. Discuss the health problem. 

Mr. Puiturps. A good case in health is a little difficult because I 
saw absolutely no overlapping in that. 

Mr. Fenton. Very well. 

Mr. Puiturps. One good case was a project listed as an agricultural 
machinery pool. I noted that the United States had an expert assigned 
to this and so did the U. N. As far as I was concerned it looked like 
duplication. Now, as it turned out the situation was this: Some 4 or 
5 years ago, I think, the Rockefeller Institute or Rockefeller Founda- 
tion provided some agricultural machinery to Ecuador. It turned 
out that there was nobody qualified to care for the machinery, and 
nobody available to demonstrate the use of it. It had been stored 
away and was gradually beginning to deteriorate through lack of 
maintenance. The Government decided it wanted to obtain experts 
to help rehabilitate this equipment and to use it. They obtained a 
United States expert who is a master mechanic and whose responsi- 
bility is to maintain, rehabilitate and keep in running condition, this 
machinery. 

The U. N. expert, also listed as an agricultural machinery pool 
expert, actually teaches the farmers how to use that equipment, when 
to use it and for what purposes. 

The pool is established as a joint operation, with both the United 
Nations and the United States participating. It is a complementary 
undertaking. Time and again you will find this kind of a situation. 

For example, in Panama I was talking to the U. N. World Health 
man there and I questioned him in some detail about certain rural 
health projects. 1 asked him: ‘‘Now, how do you work with the 
sanitary engineer in the United States program; how does he tie in 
with your work?” He said to me: ‘‘He is an old friend of mine and 
we served in Brazil together. He works primarily in the urban areas 
and I am in the rural areas, but we help each other frequently. When 
he has some special skill I need I call him in, and similarly he calls 
upon me for occasional assistance.”’ 

There is this constant exchange, but the main responsibility to 
assure that there will be coordination between U. N. and United States 
experts, rests with the governments, because they request the help. 
They say, ‘‘We have this project and we would like you, ILO, or you, 
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the United States operations mission, or some other group, to supply 
the technical help.” 

Then the U. N. or the United States determines whether the 
project is feasible, whether it appears that the government can take 
it Over in a reasonable period of time. 

Now, I must agree that in many of these countries public adminis- 
tration is poor. Their system of doing things from our point of view 
is very rudimentary. It therefore puts the burden on the repre- 
sentatives of the different programs to ensure that the government is 
told about programs which might appear to result in overlap and 
duplication. 

There is a real consciousness, now, of the need to prevent duplica- 
tion, and I can say, without qualification, that in every area where 
I have been, and based on reports from our Ambassadors in other 
parts of the world, that there is a keen awareness of this danger of 
overlapping. They have had it impressed upon them to the point 
where they are almost hypersensitive about it, and it a good thing 
they are. 


RUSSIAN PARTICIPATION IN THE U. N. PROGRAM 


Mr. Fenton. I was very much interested in your explanation of 
Russian participation in this program. How long have they partici- 
pated in the program? 

Mr. Paruuips. Their first contribution was formally accepted in 
March 1954. 

Mr. Fenton. They were in it in 1947 and 1948; were they not? 

Mr. Puiturps. Not in the United Nations expanded programs. 

Mr. Roseman. Dr. Fenton and I were on the United States dele- 
gation to the World Health Organization in 1947. The Russians were 
then members of the World Health Organization. They subsequently 
dropped out. 

Mr. Fenton. They had much to say at the time, but they didn’t 
put a nickel into it. They seem to think they can pick their way in and 
out whenever they feel like it. 

Mr. Puruurps. The Soviets did not participate in the program until 
1954. They had formerly attacked the program as a tool of the United 
States. We had previously taunted them about their failure to partic- 
ipate in the program, and in 1953 they finally made their first pledge. 
Our feeling is that it would be a very damaging thing to the United 
States to leave this program, which has such wide support, at the very 
time the Soviet Union has joined. 

Mr. Fenton. If they can’t put moneys into free countries, what 
good are they? They can aid just their own country. 

Mr. Puruurrs. They can provide equipment. ke I pointed out 
initially, 90 percent of the initial Soviet contributions is being used 
for equipment. Some of their equipment is probably good, if a coun- 
try wants to use it. 


ACCOMPLISHMENTS OF WORLD HEALTH ORGANIZATION 


Mr. Fenton. Can you give me any evidence of any good that the 
World Health Organization is doing at this time? 

Mr. Puiuurps. I think there is much evidence of that. Based on 
my own experiences, I have seen for example what has been done in 
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Panama. The WHO has a project there which has resulted, in the 
short period of I think only 2 years, in completely reorganizing an 
antiquated public-health system. I believe this has been done with 
only four people. ~ 

Mr. Fenron. Of course they have assistance from the Pan American 
program and our Own program. 

\ir. Pxiturps. The United States mission does not participate in 
this particular health program in Panama. That is, outside of the 
Canal Zone. I am speaking of Panamanian territory, itself. In an 
El Salvador project, the World Health Organization works through 
the Pan American Sanitary Bureau which acts as a regional arm of 
the World Health Organization in Latin America. They work hand 
in glove. 

Mr. Fenron. They are very much older and have been working in 
South America a very long time. 

Just what more could the United Nations do toward that? 

Mr. Puiturps. Of course the United Nations has larger resources 
than the OAS. The Organization of America States technical assist- 
ance program is, I believe, $1 million. 

The thing that has impressed me about these undeveloped countries, 
is that the problem is not so much the prevention of overlapping and 
duplication, but rather the need is so great that you don’t find enough 
experts to do the job. 

Mr. Fenton. Is Russia participating in any World Health Organi- 
zation work in Latin America? 

Mr. Puiuurps. They have no Soviet or satellite expert anywhere in 
that program in Latin America. 

Mr. Fenton. Have they ever been invited? 

Mr. Putuiies. To my knowledge they have never been invited. 


RELATIVE SIZE OF PROPOSED UNITED STATES CONTRIBUTION 


Mr. Forp. In calendar 1954, the pledges and payments by the 
United States totaled according to this material submitted to us, 
$13,900,000, in round figures. 

Mr. Puixurps. That is correct. 

Mr. Fenton. Out of that $13,900,000, $9,900,000 came from the 
fiscal calendar 1955 appropriations act. 

Mr. Putiurps. That is correct. 

Mr. Forp. In other words, approximately $4 million was included 
for this program during calendar 1954? 

Mr. Puitures. During calendar 1954? 

Mr. Forp. Let me phrase it this way: In the appropriations act 
for fiscal year 1954, to be applicable for the first 6 months of calendar 
1954, there was a figure, if my mathematics are correct, of approxi- 
mately $4 million. 

Mr. Puiturps. That is correct. 

Mr. Forp. Could you give me the actual amount that was included 
in that appropriation act for this purpose? 

Mr. Puiuures. In the fiscal year 1954, from fiscal year 1954 funds, 
$3,904,189 was paid toward the first portion of the 1954 calendar- 
year program. 


59185—55——29 
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Mr. Forp. In this supplemental request which is applicable only 
for the first 6 months of the calendar year 1955, there is a request 
for $8 million. 

Mr. Puiurps. That is correct. 

Mr. Forp. And as was testified earlier today, the total U. N. pro- 
gram is expected to be, for calendar 1955 just about $27 million. 

Mr. Puruures. I think about $28 million is the total amount, the 
gross amount that we hope will be contributed. 

Mr. Forp. If your 55 percent figure holds true for calendar 1955, 
it would be anticipated that the United States contribution for the 
second half of calendar year 1955 would be what? 

Mr. Puruurps. In the neighborhood of $8 million. Maybe a little 
less. I am not certain. Those figures are still being worked on. 

Mr. Forp. Which would indicate that dollarwise, our United States 
contribution for calendar 1955 would be larger than it has ever been? 

Mr. Puiuures. That is correct, and likewise dollarwise the total 
contribution of all other governments is greater than it ever has been. 
Percentagewise our contribution would be lower. 


MONTHLY RATES OF EXPENDITURE 


Mr. Forp. The rate of obligation between January 1, 1955, and 
April 30, 1955, is what the Council or whatever you call it, believes to 
be necessary and desirable for the remainder of our fiscal year? 

Mr. Puiuurps. The figure I cited earlier was $1.6 million a month, 
which was the rate of expenditure necessary to continue existing pro- 
grams at the same level. 

Mr. Forp. Which, incidentally according to earlier testimony, is 


the desirable level of the program. 

Mr. Puiutures. Which we think will be the minimum level. I 
think the hope is that this program can expand somewhat and that 
the United States percentage can at the same time drop down. 

Mr. Forp. The rate of expenditure for that 4-month period is 
$1.6 million. 

Mr. Puri.urps. Approximately; a month. 

Mr. Forp. And based on figures which were cited earlier if no 
United States contribution is made for the remainder of this 6-month 
period, you would have approximately $1 million left for expenditures, 
in the 2-month period. 

Mr. Puiturps. By April 30; that is correct. 

Mr. Forp. In other words, if you continue the 1.6 expenditure for 
the last 2 months from May 1 to June 30, how much would we have to 
contribute? 

Mr. Putuuies. It would be the difference between 1.6 and $500,000 
for the 2-month period. 

I suppose one way you could determine it would be to assume that 
1.6 million dollars is the monthly rate of operations, and if you assume 
that the United States is paying at the rate of approximately 55 per- 
cent—55 percent of $1.6 million—— 

Mr. Forp. That is one way of figuring it but I was using the figures 
presented earlier to the committee. 

Mr. Puiuurps. No, because actually we figure in terms of the total 
amount left for the year. It is the only real way you can operate. 

Mr. Forp. Let’s take your figures. The present rate of expendi- 
ture is 1.6 a month for the first 4 months. At the end of the first 4 
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months without any United States contributions you presumably 
would have a million dollars left for the last 2 months. 

Mr. Puriuirs. There should be about $1,095,000. 

Mr. Forp. So, on the basis of what the forecast is, the United States 
should contribute for cash in the last 2 months, $2,200,000; is that 
right? 

Mr. Puruurps. I think the important point is this: If we were to 
do that, we would be using up in the first 4 months, funds contributed 
by other countries for the entire year. 

In other words, we are thinking and planning in terms of a full year. 

Mr. Forp. I know that is true, sir, but you are operating on that 
basis now, so why can’t the same rate of expenditure be projected for 
the months of May and June? 

If we, the United States, appropriated $8 million, which is ostensibly 
for the first 6 months’ operations, and not for anything else, what will 
you do, or what will the United Nations technical assistance group 
do with the difference between $2.2 million and the $8 million in the 
2 months’ period? 

Mr. Puruuires. Our contribution as requested here, is $8 million. 

[ think I understand you. It would not necessarily hold 
that all of the $8 million would be used up by June 30. We 
have to make an estimate of the requirements, and we are thinking 
in terms of a total United States contribution in round figures, of 
$16 million for calendar year 1955. 

Now, by the nature of operations of this scope and size, it does not 
necessarily hold true that every member’s contributions can be evenly 
divided and that exactly half of the contribution will be used before 
June 30 and the remaining half up to December 31. For purposes of 
determining the actual fiscal status of the fund—and it is getting so 
close now that we have to have some estimate—we have taken these 
figures to give us an indication as to how much longer this program 
can continue. 

Perhaps the confusion lies in the fact that it does not necessarily 
hold true that the money will be spent entirely by June 30. It 
could be at a slower or faster rate of expenditure. 


NEED FOR APPROPRIATION AT THIS TIME 


Mr. Forp. If the $8 million is not all spent by June 30, is there 
any need to make it available before June 30? 

Mr. Putiures. Well, a very real problem is the difficulty of planning 
an operation of this scale. You have to hire experts. You have to 
make contracts. You have to know in advance what you are going 
to be able to do, and it is virtually impossible to carry on a global 
program of this size, not knowing more than 6 months in advance 
what you are going to have available. In fact, even 12 months is 
pretty hard. I think this is the problem, frankly, that we have faced 
right along. Congress has stated that the executive branch is not to 
make any pledge at the pledging conference in November preceding 
the calendar year for which the pledges are made, unless and until 
the appropriation has been made. In accordance with the wishes of 
the Congress, the United States representative made no pledge. In 
the past, the only other alternative the executive branch had, was to 
make a pledge based upon whatever money was appropriated and 
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available as of November, and then to make a conditional pledge for 
any amount over and above that, which would constitute t the Un ited 
States share of this program. The Congress has specifically said it 
does not wish us to make any such conditional ace in the future. 

Mr. Forp. If the $8 million i is accurate, it means that in the second 

half of calendar 1955, which is the first half of fiscal year 1956, the 
rogram would be substantially overfinanced. Otherwise you would 
ave to spend it in the last 2 months of fiscal 1955 and you say that 
can’t be done. 

Mr. Puiturrs. There would very possibly be more actually spent 
in the second half of the calendar year than in the first in the normal 
course of operations. But if you examine in detail, the program 
budgets in the book which I submitted, you would see projects totaling 
a certain sum for a full year. 

Now, those programs which have been outlined, are based on the 
assumption of the availability of a certain amount of money. They 
have what they call category 1 and category 2 projects. The first 
priority goes to category 1. Category 2 projects are carried out only 
if and when sufficient funds become available. The categories 1 and 
2 constitute the overall program. 

I have not examined in detail the breakdown to find out what 
category is 1 and what is category 2. The amounts pledged would 
materially affect the number of projects under category 2 that will 
be carried into operation. 

Mr. Forp. It is true, however, that to carry out the $1.6 million 
obligation program, which is now in effec ‘t, and which is to be in effect 
until April 30 without any United States contribution, the program 
could be carried on through June 30 by a contribution by the United 
States by the difference between what is left in your present pledges 
and payments, and what you need for that 2-month period, isn’t that 
right? That would be $2.2 million. 

Mr. Puruips. It may be that that could be done. I question, 
from an operational point of view whether the technical assistance 
board and the various agencies could continue to operate with that 
degree of uncertainty. The question would arise concerning renewal 
of contracts. Would they take the chance of renewing contracts with 
that degree of uncertainty? The likelihood I believe is small. ‘To 
answer your question, I think theoretically, yes. As a practical oper- 
ational matter I would say it would be an intensely difficult thing to do. 

Mr. Forp. Let me get these facts straight, again. At the end of 
April 30, on the present rate of obligation, the United Nations agency 
will have approximately $1 million left for obligation in May and 
June. 

Mr. Puiurrs. As of April 30 they would have approximately a 
million dollars. 

Mr. Forp. The rate of obligation from January 1, 1955, to April 30, 
is approximately $1,600,000. 

Mr. Puiiurrs. That is correct. 

Mr. Forp. You say you would theoretically need from the United 
States for that 2-month period, the difference between $2.2 million, 
and the $1 million which you say will be available. 

Mr. Puturrs. Do you mean 3.2? 

Mr. Forp. The $3.2 million, that is correct. Excuse me. 
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Mr. Putiurps. That would be true if it were not also a fact that the 
funds from other countries which you would be depending on heavily 
to carry you through this period would be totally exhausted. In 
other words the program would be using funds from other countries 
at a much faster rate than they should in order to balance the program 
throughout the year. In order to accomplish what you suggested the 
Technical Assistance Board would have to allocate funds at a far 
more rapid rate and they would use up the total contribution from 
some countries long before the year was up. 

Mr. Forp. It would be the expectation that Congress during the 
remaining months of this session, for our fiscal year 1956, would 
again make its contribution, which was $9.9 million for the last six 
months of calendar year 1954. 

Mr. Purturps. The United Nations program would have no way of 
knowing that the United States was going to make any contributions 
at that time, and it would be a very difficult, if not an impossible, 
basis for them on which to plan. 

Mr. Forp. But we did for the last 6 months in calendar 1954. 

Mr. Puiturps. We did make a conditional pledge. Had Congress 
not appropriated the funds, there is no doubt that they would have 
had to discontinue programs very rapidly although it is true that they 
would have had some backlog—they wouldn’t have been going as 
they have for the past two months, with no United States contribution. 
There would be some slack, so to speak, there. 

Mr. Murpuy. Had they worked on that kind of a basis last year— 
the appropriation wasn’t finally passed until the 19th of August— 
they would have run out of money June 30 and you would have had 
a month and two-thirds during which they would have had no funds. 

Mr. Forp. Except that they had all that extra money in the last 
4% months. 

Mr. Murpuy. I am trying to point out that this theory of working 
them down to zero to June 30 has in it a defect, I think, in that it 
assumes appropriation availability for fiscal year 1956, on July 1, which 
has not been our experience. 

Mr. Forp. I was only using the figures given to me by the witness, 
Mr. Murphy. 

Mr. Murpuy. I understand. 


RATE OF EXPENSE BY U. N. PROGRAM 


Mr. Puiuurps. Mr. Ford, I would be glad to try to obtain a more 
complete breakdown from the United Nations, of this rate of expense 
if you would be interested. 

Mr. Forp. I think it would be helpful for the record. Thank you 
very much. 

(The information requested follows:) 





Unitep Nations ExpanpED ProGRAM oF TECHNICAL ASSISTANCE 


Estimated financial situation, January 1—June 30, 1955—Requirements for first ¢ 
months for current projects only 


Estimated Jan. 1, 1955 obligations 1$8, 568, 000 
January obligations Sunes A rarh epoca n ohh sonaaborhlsharogena 1, 025, 000 
Estimated February obligations 1, 364, 000 
Estimated obligations Mar. 1—June 30 4, 000, 000 


Estimated obligations by June 30, 1955 for program in operation___ 14, 957, 000 


RESOURCES 
Unobligated balance Jan. 1, 1955 7, 500, 000 
Deduct contributions on hand in which there will be an initial delay 
in utilization 2, 641, 000 
Utilizable cash on hand Jan. 1 4, 859, 000 


Add collections January—June: 
Collections: 
January 
February 
Anticipated collections March—June 4, 800, 000 


Total anticipated receipts by June 30 5, 903, 763 
Deduct contributions in which delay in utilization 1, 300, 000 


Total utilizable collections 6 months 4, 603, 763 


Total available resources 29, 462, 763 
Estimated requirements 14, 957, 000 
Estimated resources 9, 462, 763 


Excess of requirements over resources 5, 494, 237 
1See p. 422 for definitions of obligations. Obligations as of January 1 include the cost of contracts 
which have been issued for personal services to be rendered during the year. 


2 A working capital and reserve fund of $6 million is available to cover none costs. A part of this 
may be drawn on temporarily to finance the program, pending receipt of hard-currency contributions which 
have been pledged. 


Collections by months from governments other than the United States, calendar 
year 1954 
Amount Amount 


January $1) O88. 000! Aumiiet oa. hs oe wee $404, 000 
February--_----- 143, 812 | September 300, 000 
516, 000 1, 222, 000 

3, 221, 000 | November 101, 000 

988, 188} December 259, 379 

638, 000 —_— 

2, 470, 000 112, 201, 379 


1 Pledges from other governments totalled $11,480,702 for 1954. A part of this figure represents payment 
of prior year pledges. 


STATUS OF WORKING CAPITAL FUND 


Mr. Hann. Mr. Phillips, the capital fund is, of course, completely 
separate from, and in addition to, any unobligated balance that you 
have. 

Mr. Puiuurps. The working capital fund? 

Mr. Hann. Yes. 

Mr. Puriuurps. That is correct. 

Mr. Hann. How much is in that working capital fund? 

Mr. Puiuurps. I believe it is $6 million. 
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BASIS FOR PROPORTIONATE SIZE OF UNITED STATES CONTRIBUTION 


Mr. Hann. Mr. Natcher asked you one question which I don’t 
think was satisfactorily answered. He asked how the percentage 
that the United States should contribute was determined. You 
replied to the effect that it finally worked out to be 55 percent, but 
how did it work out that way? On what basis does the United States 
contribute 55 percent? Is it based upon its gross national product, 
its per capita wealth, its population, or the result of bartering around 
the table? 

Mr. Puruurps. I think in the beginning when the program was first 
established, the United States simply decided on the basis of its 
interest in and concern for the development of underdeveloped 
countries as well as various other considerations, that 60 percent 
appeared to be a proper percentage for the United States contribution. 
I] think we were contributing at that rate to certain other voluntary 
programs. I could not tell you the exact calculations that led to this 
decision. I was not on the scene when the decision was made. In 
general, I think our feeling was that in regard to many of these volun- 
tary programs, immediately after the war when many countries could 
not carry as heavy a share of the load as they can now, we would carry 
a somewhat heavier portion. We feel that other countries are now 
more able to carry a heavier share of the load and have shown an 
increasing willingness to do so, and the time has come when we should 
reduce our proportionate share. We hope in doing so, however, that 
we don’t reduce the total effort. We think that would be a mistake. 

Mr. Hanp. To the best of your knowledge there is no definite 
formula which arrives at this particular percentage? 

Mr. Puiuurrs. To the best of my knowledge there isn’t, although 
I understand at one time studies were made indicating that on a 
per capita income basis, a theoretical ratio would be about 49 percent. 

Mr. Hanp. The United States pays approximately six times as 
much into this particular fund as the United Kingdom, is that about 
correct? 

Mr. Putuures. I will have to check the figures. That may well be 
correct. 

The United Kingdom contributed in 1954, $1,820,000. 

Mr. Hanp. Is there available any concise summary of the contents 
of this book which you were good enough to submit to the committee 
and which I think is valuable. 

Mr. Tazser. If the gentleman would yield, I have been looking at 
the book. It has all sorts of alphabetical abbreviations that the 
Lord himself couldn’t understand. 

There seems to be no index nor anything that would tell you what all 
these fancy things meant. 

Now, maybe there is something that is a more intelligent thing to 
look at that would give information that we don’t seem to have readily 
available. 

Mr. Hann. Now, what is your answer? 

Mr. Putuures. I can give you about a one and a half page summary. 
I would like to point out further, that within 2 or 3 months the Tech- 
nical Assistance Board will have produced a far more useful book which 
will constitute a report of events during 1954. I have before me the 
report for 1953. 
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This document is an advance program analysis. It is the most up- 
to-date thing I could give the committee. 

This 1 page table simply highlights the contents of the technical 
volume. 


CONTRIBUTIONS BY NATIONS TO THE UNITED NATIONS FUND 


Mr. Hann. You have been good enough to show us a rather com- 
plete list of the contributions made by the various member nations, 
country by country, comparing the pledge and the payment, which in 
most cases I see are equivalent, for 1950 through 1954. 

Mr. Chairman, I ask unanimous content that this detailed table of 
contributions by countries be inserted in the record. 

Mr. PassMAN. Without objection, it is so ordered. 

(The table referred to follows:) 





70 


@Qy 


aft nilisadnese ann nmortzmeoente ne nt Tan 


flammnarnateaeno tahile 


. 
q 
7 
~ 
x 
. 
= 
g 
‘. 
x 
% 
n 
g 
~ 
7 
8 
C 
‘- 
< 
: 
< 
S 
S 
— 
~ 
vs 
= 
§ 
m 
8 
x 
iS 
5 
S 
S 
~ 
& 
~ 
™ 
Y 
v 
~ 
y 
3 
~ 
8 
3 
> 
8 
§ 
© 
% 
3 
2 
. 
S 
‘= 
< 
= 
8 
< 
~™ 
© 
x 
= 
S 
rN 
ree 





1955 


-ayment 





I 


| 


Pledge 


_ 


‘Te 


Payment 


3550888 saaseenenegees 


Pledge 


‘S8A588 sueeaee 





Payment 








[United States dollar equivalent] 


Pledge 





Country 


~ 
= 
- 
~ 
= 
= 
= 
= 
. 
” 
~ 
z= 
% 
~ 
= 
= 
a 
= 
= 
=> 
~ 
> 
~ 
~ 
~ 
LS 
= 
x 
> 
x 
S 
= 
> 
~ 
~ 
= 
~ 
~ 
~~ 
> 
~ 
~~ 
~ 
<= 
~ 
= 
~ 
& 
~ 
~ 
LS 
x 
~ 
> 
~ 
a 
= 
s 
,- 
~ 
x 
v 
£ 
~ 
L 
~ 
a 
‘~ 
x 
x“ 
- 
L 
~ 
- 
S 
S 
~ 
~ 
a 
<= 
3 
Y 
S 
~ 
= 
© 
= 
= 
~ 
S 
x 
> 
a 
< 
~ 
s 
~~ 
~ 
& 
~ 
= 
~ 
~ 
LS 
= 
~ 
8 
~ 
g 
~ 
& 
~ 
~ 
‘= 
~ 
~ 
A) 
<q 
~ 
~ 
~ 
~ 
~ 
® 
~ 








Federal Republic. 


France_._--- 
Greece_-_-- 


E] Salvador_._.._- 
Ethiopia____._-.-- 


Eouador.......... 


Argentina. 
Australia 
Colombia 
Costa Rica 
CI case 
Czechoslovaki: 
Denmark. .__-- 
Dominican Re 
Egypt-.- 





000 ‘000 ‘1 


608 “198 ‘ET « 


81Z ‘028 ‘T 
000 ‘S21 


queulseg 


| 000 “000 ‘T 


epgegss 


ss 
= 

oo 

ere 


apd 


P96 


000 ‘000 *T 


SPI ‘292 ‘ST 1 
89T ‘00F ‘T 


queulAeg 


| 000 ‘000 ‘T 


00! % 


SPI ‘292 ‘ZI 
89T ‘OOF ‘T 


129 ‘e81 
000 ‘OF 
OTF ‘IT 
298 ‘Tez 
£29 ‘ORE 
000 ‘SI 








78S ‘L6L ‘ST 











espa 


£961 





queumAeg 


e3p%d 


Z96T 


OLT ‘986 ‘61 


queurAeg 


TS-0S61 





aBpe%d 








u‘s‘s ‘fi 


“B[onZz0Ue A 
AY UBvdIAwA 


$0383S peu 
wopsuTy peu 


o1GNdey 4SITBVOg JoJAOg UBTUTBIA 


Aung 


puBlIEzzI Mg 
uspe mg 


SImoqulexn’T 
ujoysue}Yoo"T 
BAQYT 


penuyu0pn—eg6] ‘Tg “unr fo sv syuawfhnd pun sabpajd fo a1qQ0} aarynsndwoj—oounjsisep pooruyoa; fo wosboid papuvdxa suowynyy payuy 





*gunoooe pejoeds oy} UII, psoUBUY sefouese 
Zuyyedyorjied oy} Aq dus0g 4S00 oy} 80M AlOIeUTTXOIdds 9q 03 Pe}BUIT}Se O18 SUOT}NG]13U00 
[B00] S8Y,], “SOOAIIS PUB SpOOS JO ADUGLIMD [BOOT UT S8JIJUNOD TLMO IE} UT INO popes 
sj0efoid Jo 4800 Oy} 0} S}UNTMIUIGAOS YUaTdJOeI Aq opBUT SUOTINGTIQUOD epNpouUy jou Op Asy,L, 
‘@peul ev SayUese Suyjedyjoyjied oy} 0} SUOT}BOOTTS YOTYM UWIOIy yUNOOD’ [eJOeds sou 
-JS]SSB [BOTUYIE} SUOTIVN' P9IUGQ SY} OF SUOTINGIIWUOD YUESeIde! SeINSYy 9sey,.L— ALON 


“mIBIZ0Id FOBT OY} IOJ ‘MOTI [TUT T$ 
0} QuaTeAtnbe ‘sejqn uoT[][yUI F peleyo "Y “sg ‘§ “OQ 942 FBI OUNL UT ‘pejdoooe EY) SBA 
UOTINGIIJUOD PUB FEST YOIVIA Ul POAOUIO GIOA\ SUOTIVIUNT]| Sey, “e[qeideoovun 4 epeuUl 
YOY poyoezze SUOTIVITUNT] UIT ESI AlN UT posayjo A[[euysyIO UTVIZOId ECG] 1OJ OBped ¢ 
"ecg Bed [BOSYy 10} poyetidoidde spunj u10l 1Z9‘296'6$ Pus 
PEGI IBOA [ROSY 10} poeyidoidde spuny WI pojNqs1}UO) SVM RT‘FO6 ‘S$ JUNOUIB STq} JO ¢ 
"PS6I IBOA [ROSY Joy poyeyidoidde spuny w0y ZIg*S6s* ts 
pus go6l IBoA [easy 10} poyeyidoidde spuny wi01 pred sem gee TZI‘g$ JUNOUIB Sty? JO 1 


Ivo Jod ZujZ ped seysyuroc Jo equInN 








2 402 


OSPF “Sep “bz | G ‘SPE “SS ZL GET “ZZ | \ a 


000 “000 ‘1 | 000 ‘O00 ‘T | 000 ‘000 ‘Tt | 000 ‘000 * 


Ze ‘262 ‘ST | OLT ‘986 ‘BT 


TBO, 





458 


|PROPOSED PROGRAM OF U. N. FOR 1955 


Mr. Hanp. I further ask unanimous consent that this table be 
inserted. 

Mr. Passman. Without objection the table will be included at this 
point. 

(The table referred to follows:) 


U. S. contributions to United Nations expanded program of technical assistance 


| 
| 
j 


Amount (United States contribution for 


| Amount 
appropriated | calendar year U. N. program 


United States fiscal year | eeilneneeaall 


j | 
Ending June 30, 1951 _.----------------| $12,007,500 | $12,007, 500 |} $12,007,500 (1950-51). 
Ending Jane 30, 1052.................- -..-| 12,000,000 | 12,000,000 | $11,400,000 (1952). 
Se SS ee | 14,708, 750 | 8, 171,333 | $12,767,145 (1953).! 
Ending June 30, 1954 | 12,750,000 | 8, 500, 000 | $13,861,809 (1954).2 
Be ce 17, 958, 000 | 9, 957, 621 


1 $8,171,333 paid from fiscal year 1953 funds; $4,595,812 paid from fiscal year 1954 funds. 
2 $3,904,188 paid from fiscal year 1954 funds; $9,957,621 paid from fiscal year 1955 funds. 


Mr. Hanp. I also ask that there be inserted in the record a chart, 
that will serve as a summary of this large book. 

Mr. Passman. Without objection the chart will be included at 
this point. 


(The chart referred to follows:) 
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Mr. Forp. May I make a suggestion that that chart which Mr. 


Phillips supplied to me during my questioning be included in the 
record at the point of my interrogation? 


Mr. PassMan. Without objection it is so ordered. 
(Note.—The information requested appears on page 458.) 


KEY TO ABBREVIATIONS 


Mr. Passman. Mr. Taber mentioned these alphabetical abbrevia- 
tions. Would you spell them out in the record so we know what they 
mean? 

Mr. Puriuuips. Very well. 

(The information requested follows:) 


Key To ABBREVIATIONS OF INTERNATIONAL AGENCIES PARTICIPATING IN UNITED 
NaTIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


UNTAA.________. United Nations Technical Assistance Administration. 
_._. International Labor Organization. 
Food and Agriculture Organization. 
United Nations Educational, Scientific, and Cultural Or- 
ganization. 
International Civil Aviation Organization. 
World Health Organization. 
International Telecommunication Union. 
World Meteorological Organization. 


INFORMATION ON HEALTH ACTIVITIES 


Mr. Puiiurps. The Department of Health, Education, and Welfare 
would be happy to supply Mr. Fenton any information on health 
activities. 

INFORMATION OF PROGRAM IN ECUADOR 


Also, I would like to have permission to supply for the record some 
additional information on the program in Ecuador. I read it through 
rather hastily, and I may have overlooked some areas. I am not 
certain it was completely accurate. 

Mr. Passman. That was during Mr. Taber’s examination. Does 
any member have any objection to inserting this information in 
the record? 

If not, it shall be inserted. 

(The information referred to follows:) 


Ecuador has all the characteristics of an underdeveloped country and therefore 
provides a good example of how technical assistance can be effectively used. 

The great majority of its 3,200,000 population are farmers and farming is the 
mainstay of the Ecuadorean economy. Land ownership is concentrated among 
a relatively few large landowners. Farming methods are uneconomic and primi- 
tive, soil erosion is a serious problem and agricultural production throughout the 
country is retarded by an inadequate transportation system. 

Education is not advanced in Ecuador. Approximately 55 percent of the popu- 
lation is illiterate and, despite Government efforts to encourage primary education, 
only 47 percent of the children of school age are able to take advantage of the 
facilities. 

The per capita income of Ecuador is less than $100. 


Mr. Puruurps. I had a principal witness statement that I intended 
to ask to have inserted in the record. 

Mr. PassmMaANn. We will examine the statement and if it is satisfac- 
tory we will insert it. 

(The statement referred to was filed with the committee.) 
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PROPOSED SHIFT OF FOA FUNCTION TO STATE DEPARTMENT 


Mr. Lanuam. If the functions of FOA were turned over to the State 
Department as was recommended 2 years ago by Senator Mansfield 
and me, and I see it is now again proposed, would that make it possi- 
ble to coordinate the work of the U. N. technical assistance program 
and the United States technical assistance program? Would it be 
easier to coordinate these programs than it is at present, with three 
different organizations involved: The State Department, FOA, and 
the U. N.? 

Mr. Pariures. You are speaking of the FOA, having certain func- 
tions moved to the State Department, and so forth? 

fr. LANHAM. Yes. 

Mr. Putturps. I would say it would make very little difference, 
actually, because the basic problem of coordination between: the 
United Nations program of technical assistance, and the United States 
program continues to. be a problem of coordination in the field. The 
problem of headquarters coordination, I would guess would be little 
affected whether the functions were located in a separate agency or 
in State. 

This would be my personal estimate. The basic problem of coor- 
dination is in the field, between the chiefs of mission of the United 
States program, and the chiefs of mission of the U. N. program. If 
they don’t coordinate properly there it is difficult to get proper 
coordination elsewhere. 

Mr. Lannam. Jsn’t the State Department in closer communication 
with the United Nations? Aren’t you in touch with it constantly? 

Mr. Puriurps. I think that’s correct. I have been very happy, 
however, that the FOA, from the Director down, has shown a lively 
interest in the work of the U. N. program. There have been several 
meetings between U. N. officials in New York and FOA officials in 
Washington and obviously we would want to continue that. 

[t is possible there might be an improvement. I have been much 
impressed with the degree of coordination that does take place between 
New York and Washington even now. That might be better, if 
possible. It has been very good, however. 

Mr. Passman. Thank you, Mr. Phillips, and members of your 
staff. The Chairman, Mr. Cannon, has received a telegram from the 
American Association of University Women which shall appear in the 
record at this point. 

(The message referred to follows:) 

Wasuinoton, D. C., February 28, 1956. 
Hon. CLARENCE CANNON, 


Chairman, House Committee on Appropriations, " 
House of Representatives: ~™ _— 

The American Association of University Women, through its Legislative and 
International Relations Committees, strongly urges the appropriation of $8 
million for United Nations expanded program of technical assistance as requested 
by President Eisenhower. The United States cannot afford to drag its heels in 
& program which is an essential long-range instrument for building the social 
and economic bases for international goodwill. 

The association at its last biennial convention unanimously endorsed “effective 
participation in and strengthening of the United Nations.”” Should the United 
States stay aloof from the U. N. program, our bilateral program of technical 
assistance would be exposed to the charge of ‘‘new style imperialism” and our 
best endeavors to merit international goodwill would be compromised. 
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Please make this telegram part of the official House committee record 
of hearings. 
HALLIE FARMER, 
Chairman, Legislative Committee. 
MERIBETH CAMERON, 
Chairman, International Relations Committee, AAUW, 


Mr. Passman. In addition, I have received a telegram stating the 
position of several organizations which shall appear in the record at 
this point. 

(The message referred to follows:) 


Wasuineton, D. C., March 2, 1955. 


Hon. Orro E. PassMan, 
Chairman, Subcommittee on Foreign Operations, 
Committee on Appropriations, 
House of Representatives, Washington, D. C.: 


Because of our great interest in the work of technical assistance and develop- 
ment, both through the United States and the United Nations, we respectfully 
urge your committee to approve the $8 million appropriation requested by the 
Administration for United Nations technical assistance for the first 6 months of 
1955. 

E. RayMonp WILSON, 
Friends Committee on National Legislation. 
Heten D. Bracpon, 
American Association of University Women. 
Wauuace J. CAMPBELL, 
Cooperative League of the USA. 
Puituie ScHIFF, 
National Jewish Welfare Board. 
Anprew E. Rice, 
American Veterans Committee. 
Jacos 8. Pororsky, 
International Committee, CIO. 
A. Puiture RANDOLPH, 
Brotherhood of Sleeping Car Porters, AF L. 
DorotHy NOYLAND, 
Women’s Division of Christian Service, Methodist Church. 





463 


SUBCOMMITTEE ON DEPARTMENT OF AGRICULTURE 
APPROPRIATIONS 


JAMIE L. WHITTEN, Mississippi, Chairman 


FRED MARSHALL, Minnesota H. CARL ANDERSEN, Minnesota 
CHARLES B. DEANE, North Caro- WALT HORAN, Washington 

lina CHARLES W. VURSELL, Illinois 
WILLIAM H. NATCHER, Kentucky 


Tuurspay, Marca 3, 1955. 


DEPARTMENT OF AGRICULTURE 
AGRICULTURAL CONSERVATION PROGRAM 


WITNESSES 


KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT 
SERVICES 

FRED G. RITCHIE, ACTING ADMINISTRATOR, AGRICULTURAL 
CONSERVATION PROGRAM SERVICE 

D. A. WILLIAMS, ADMINISTRATOR, SOIL CONSERVATION SERVICE 

D. J. SCRUGGS, ACTING DIRECTOR OF BUDGET DIVISION, COM- 
MODITY STABILIZATION SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


EMERGENCY WIND Erosion ContTROL 


Mr. Wuirren. The committee will come to order. We have before 
us a supplemental request, contained in House Document No. 102, 
for continuing the funds for the special appropriation of last year on 
conservation work in the so-called Dust Bowl area. We will insert 
the pertinent portion of House Document No. 102 in the record at 
this point. 

(The document referred to is as follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., March 3, 1956. 
The PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration a draft of a 
proposed provision pertaining to the fiscal year 1955 for the Department of 
Agriculture, as follows: 

“DEPARTMENT OF AGRICULTURE 


“AGRICULTURAL CONSERVATION PROGRAM 


’ 


“[For an additional amount for ‘Agricultural conservation program’’, in addi- 
tion to the program authorized under this head for 1954, under the Department 
of Agriculture Appropriation Act, 1954, $15,000,000 to] The funds appropriated 
under this head in the Third Supplemental Appropriation Act, 1954, shall remain 
available until December 31, 1955, to enable the Secretary of Agriculture to make 
payments to farmers who carry out emergency wind erosion control measures 
under the [1954] 1955 agricultural conservation program [after March 30, 1954], 
formulated under the Soil Conservation and Domestic Allotment Act, as amended, in 
counties designated by [the governors of the respective States with the approval 
of] the Secretary of Agriculture as subject to damages by excessive wind erosion 
{during 1954: Provided, That the payments for such emergency wind erosion con- 
trol measures shall not exceed the cost per acre of the practices or a total of $1.25 
per acre, whichever is smaller: Provided further, That this appropriation] : Pro- 
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vided, That said funds may be expended without regard to the adjustments required 
under section 8 (e) of the Soil Conservation and Domestic Allotment Act, as 
amended (16 U. 8. C. 590h (e)), and may be distributed among States and indi- 
vidual farmers without regard to any other provision of law [: Provided further 
That this appropriation may be used to reimburse the emergency fund of the 
President authorized by Public Law 875, 81st Congress (42 U. 8. C. 1855) for 
such funds as have been allocated to the Secretary of Agriculture for payments 
for the specific purposes authorized herein J.” : 

Continuing drought conditions in the southern Great. Plains States pose a 
serious problem of soil blowing this spring, with no relief in sight. The Ihird 
Supplemental Appropriation Act, 1954, made available $15 million for a program 
of sharing with farmers the costs of carrying out emergency wind-erosion control- 
measures. ‘This proposed provision is necessary to continue the program in 1955, 
This involves the use of the balance of funds. previously made available. The 
appropriation of additional funds is not involved. 

I recommend that the foregoing draft of the proposed provision be transmitted 
to the Congress. 

Respectfully yours, 
Row.taNnpD HvuGuHEs, 
Director of the Bureau of the Budget. 


We will be glad to have any general statement you might care to 
make, Mr. Scott. 

Mr. Scorr. Thank you, Mr. Chairman. 

Continuing drought conditions in the Dust Bowl area pose a serious 

. e - Cte . ys is 
problem of soil blowing this spring. The Third Supplemental Ap- 
propriation Act, 1954, made available $15 million for a program of 
sharing with farmers the costs of carrying out emergency wind-erosion- 
control measures. The following language would continue the avail- 
ability of balances under that emergency appropriation for carrying 
out similar measures under the 1955 agricultural conservation program: 

The funds appropriated under this head in the Third Supplemental 
Appropriation Act, 1954, shall remain available until December 31, 
1955, to enable the Secretary of Agriculture to make payments to 
farmers who carry out emergency wind-erosion-control measures under 
the 1955 agricultural conservation program, formulated under the 
Soil Conservation and Domestic Allotment Act, as amended, in 
counties designated by the Secretary of Agriculture as subject to 
damages by excessive wind erosion; provided, that said funds may 
be expended without regard to the adjustments required under sec- 
tion 8 (e) of the Soil Conservation and Domestic Allotment Act, as 
amended (16 U.S. C. 590h (e)), and may be distributed among States 
and individual farmers without regard to any other provision of law. 

Under the authority of the Third Supplemental Appropriation Act, 
emergency wind-erosion-control measures were carried out in 1954 by 
farmers in six States. The amount of commitments to farmers from 
the $15 million authorized was approximately $7,853,000—thus at 
least $7,147,000 remains uncommitted. 

Representatives of several agencies of the Department from that 
area, report that the conditions this spring are very precarious. 
Moisture is still inadequate and conditions are such that even with 
normal weather this spring, severe wind blowing and erosion are ex- 
pected. The Department has been watching this situation for some 
time and has hoped that more favorable weather conditions would 
develop, thereby making emergency conservation work less necessary 
than in 1954. These hoped-for improvements have not developed. 
Consequently, all possible steps should be taken as soon as possible 
so as to be ready to give assistance in coping with this problem. Last 
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year @ very severe dust storm occurred on February 19 and wind-ero- 
sion conditions grew progressively worse and spread more extensivel 
from that time throughout the next several months. Such a condi- 
tion can occur again this year, beginning at any time. 


PROVISION FOR CONTINUED EMERGENCY PROGRAM 


[t is believed that the emergency program authorized last year 
should be continued where the situation warrants it this year. Since 
all of the $15 million was not used no new appropriation will be re- 
quired if authorization can be obtained to use the balances remaining 
in this fund. The above language would accomplish this purpose. 

The proposed language would authorize this activity for 1955 as it 
was carried in 1954 with two changes: 

One, the limitation of total payments to $1.25 per acre is omitted. 
This is desirable in order to encourage the operations which have 
more lasting effect. The $1.25 limit is generally adequate to cover 
emergency tillage operations but it is not adequate for the more last- 
ing measures, such as the establishing of a vegetative cover on the 
land. Where farmers are willing to undertake more permanent-type 
solution of this conservation problem, it is in the public interest to 
offer adequate assistance for them to do so. 

Two, the proposed wording would permit the Secretary of Agricul- 
ture to designate the counties which are subject to damages by ex- 
cessive wind erosion and therefore be eligible for assistance under this 
program. Last year the counties were first recommended by the 
governors of each State and then approved by the Secretary of Agri- 
culture. It is not felt that this step of having the counties recom- 
mended by the governors is necessary in order to identify the area of 
need for the activity. 

COST-SHARING PLAN 


It is anticipated that, as in 1954, cost sharing under this activity 
would be limited generally to 50 percent of the cost of operations, but 
agricultural stabilization and conservation committees would have 
authority to approve additional amounts under extreme hardship 
cases. Also, as in 1954, payments would generally be limited to $1,500 
per person, except for cases of exceptional need. Any payments in 
excess of $1,500 would require State agricultural stabilization and 
conservation committee approval. In 1954 only 2 cases were approved 
for more than $1,500. No cases were approved for increased rates 
due to extreme hardship. 


NEED FOR EARLY ACTION 


In view of the fact that certain lands are currently highly suscep- 
tible to blowing and the season for high winds is close at hand auth- 
ority to institute these emergency measures should be available as 
soon as practicable. Sound administration of the program can be 
accomplished much better if authority to approve practices is avail- 
able before such practices need to be carried out. Application of 
emergency measures will be most effective if carried out as preventive 
rather than corrective measures. 
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This wind-erosion problem, as you know, is still with us in a dis- 
turbing degree. There has been blowing out there again this year 
with about 4 million acres damaged already. The areas classified as 
subject to blowing represents a very substantial acreage. It has been 
favored with less than usual winds this year. We cannot depend upon 
this condition continuing through the season, since this is a period 
when blowing must be expected in the light of past experience. 


USE OF PREVIOUSLY APPROPRIATED FUNDS 


You remember that last year the Congress gave us $15 million 
special fund to use in these areas to help in meeting the wind-erosion 
problem. That was allocated among the States where the serious 
conditions existed, administered through the regular committees that 
handled the soil conservation and domestic allotment funds and estab- 
lished practices, $7,853,000 of the $15 million was used. That author- 
ity expired at the end of the last calendar year. From the information 
we have and the discussions we have had with our people in the area, 
we feel strongly that we need the authority to use the balance of 
these funds to supplement the regularly appropriated funds to the 
extent that may become necessary. 


AREAS COVERED BY PROGRAM 


Mr. Wuirten. Mr. Scott, I would like for you to put in the record 
the areas in which this fund has been used. 

Mr. Scorr. The areas are shown on this chart which I offer for 
the record. 

(The chart is as follows: ) 
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Mr. WuittEeN. We are all aware on this committee that the 
ACP program funds announced for the whole country are distributed 
on a formula basis. We are familiar with the fact that under the 
regular program the farmer usually puts up about an equal amount 
of money plus his labor, leaving the Federal Government’s contribu- 
tion roughly one third of the total cost of the project. 


FORMULA FOR ALLOCATION OF FUNDS 


Now, this $15 million which you have authority to allocate to these 
drought-stricken or Dust Bowl areas, how is that allocated? Is it 
by any formula that you have; or do you do it through the regular 
committees where you let them select the practices from the national 
catalog as they do with regular activities; or do you handle this by 
paying a bigger share for “the Federal Government than normally 
would be paid under the regular program? 

Mr. Scorr. Mr. Ritchie, “the administrator of the program, is here, 
and he could explain that. 

Mr. Ritrcuiz. Mr. Chairman, the funds were allocated last year to 
counties in the States of Colorado, Kansas, New Mexico, Oklahoma, 
Texas, and Nebraska. The allocations were made on the basis of our 
determination of the conservation needs for the kind of work that 
these funds were to cover. That was emergency conservation activi- 
ties. They generally were practices such as contour listing or chiseling 
of land to stop it from blowing, and for some emergency cover crop 
seedings which could be used in part under the regular program, but 
the regular program funds were not adequate to take care of the 
volume that would have to be done in a situation of this kind. 

Mr. Wuirren. Did you have a formula for participation in this 
fund? I am asking only for information. 

Mr. Rircutr. Yes, sir; we followed about the same type of policy 
that we would follow in the regular program in the sense that we got 
the recommendations from the counties and States as to the kinds 
of emergency practices they needed, the rates of assistance that they 
wanted to give, and we approved them county by county. 

Mr. Wuitten. By and large, what was the average contribution? 

Mr. Rircuir. It was about 50 percent of the cost. We did have 
provision last year for raising that rate of contribution in hardship 
cases, but we did not have any of those come up where the local com- 
mittees felt that they needed to depart from the 50 percent of the 
cost provision. There was one other limitation last year of $1.25 
an acre. 

EXTENT OF COVERAGE 


Mr. Wuirren. What is the outlook so far as the amount of 
territory affected in the coming year? Do we have to carry this into 
a larger area? 

Mr. Rircuiz. There is some indication that there may be a little 
more land in some of these States and the areas may not be identical 
within the State. While we did not go into the State of Wyoming 
last year, there is some possibility now, as I understand it, that we 
might have to do some of this work in that State. 
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Mr. Wurrren. What success are you having? Can you see any 
effect from ‘the practices chosen? Can you see that it is relieving 
this problem to any extent? 

Mr. Rircuiz. Two types of practices generally were carried out. 
Those of an emergency nature that would stop the wind erosion that 
was occurring right at the time. The listing and chiseling type prac- 
tices, might not have much effect over more than a few months. 
Wherever we got adequate moisture and had available funds, later 
in the year, farmers were encouraged to make emergency cover crop 
seedings and leave them on the land. 

Now, where that happened, and they got a good cover, they have a 
fair chance of getting by without much damage this sprmg. We did 
not get much permanent vegetation or vegetative cover established 
under this fund because the moisture conditions were just not favor- 
able to it. 

CONTROL OF FUNDS 


Mr. Wuirrten. I notice the language provides that this fund may 
be distributed among States and individual farmers without regard to 
any other provision of law. I raise the question of whether you 
should not keep your eye on it to actually protect this money, and 
whether you should not keep current to see whether you should modify 
your approach to it from time to time to get the job done. Your 
plans for continuing are on the same basis as at present? 

Mr. Rircuis. Yes, sir. 

Mr. WHEE ER. I might point out that the language before you is 
the same as the language carried in the Third Supplemental Appropri- 
ation Act of last year. This language would authorize the extension 
of these funds for another year on the same basis as last year, with 
two exceptions that are noted on the second page of the statement. 
The limitation of a dollar and a quarter per acre is omitted to more 
adequately encourage the use of these funds for some of the more 
lasting measures. ‘The dollar and a quarter just was not adequate 
for getting the farmers to do much more than these emergency tillage 
operations and we feel that if that limitation were removed the pro- 
gram would be more beneficial for the purposes for which the funds 
are made available. 

Mr. Wuitten. Personally, I can see the need for that. But I 
would like to ask if the Department stays on top of this program to 
see that it is not abused at the State and county level. This is a 
high degree of flexibility, you might say. 

Mr. Scorr. That is very important, Mr. Chairman. 


EXPERIENCE WITH COUNTY COMMITTEES 


Mr. Ritchie, would you mind commenting on what your experience 
has been with the county committees? 

Mr. Rircutsz. We anticipated that we would set rates at about 
50 percent of the cost. The dollar and a quarter was a retarding 
influence last year where the farmer had had to emergency list land 
to stop the immediate problem of blowing. That took so much of 
it that there was not enough incentive for him to go back on that 
same acre and put in a cover crop later on in the summer to try to 
tie it down through the fall and winter and next spring. 
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Mr. Wuirren. I can see that problem. I was only asking if you 
expected to watch it very closely, so that, in the lifting of it, it is 
really meeting a need. 


LAND THAT SHOULD NOT BE TILLED 


Mr. Horan. May I ask a question at this point? In this work, 
have you found some of this land that never should have been tilled? 

Mr. Rircuis. I| think that is right. Some land is land that over a 
long period of time would be far better off if it were returned to grass, 
It may be that Mr. Williams, of the Soil Conservation Service, 
could talk on that subject. 

Mr. Wiuuiams. Yes, I would be glad to. In that total area of the 
so-called Dust Bowl, there are several different types of soil and in the 
extreme westerly portion, generally speaking, the soils are sandier and 
lighter than those in the eastern portion, or else they are very shallow 
over a hardpan and still fairly light in texture. In either of those 
two situations, it has been a real gamble in terms of a cultivated crop 
type of agriculture. Where the soils are somewhat heavier, as in 
portions of the Panhandle of Oklahoma, and some of the Kansas area, 
and so on, wherever that heavier soil type is found, we found that 
the farmers who were really making an effort to practice conservation 
farming were using their stubble mulches and other adapted practices, 
have been able to hold it pretty well. But if they happen to be 
sitting by a man who has some very light soil and he does not protect 
it in time, then the light soil blows over on him and starts the whole 
process going. But there are some lands there that from the stand- 
point of our soil surveys, and in view of the climatic limitations of the 
area, and the general economy of farming, it is very questionable as 
to whether they should remain in cultivated agriculture. 

Mr. Horan. My reason, Mr. Chairman, for asking that question 
is that in the use of Federal funds, the national interest has to be 
considered. In the administration of these funds I think the national 
interest should insist that the best and wisest use of those lands be 
had. ‘This is in an area where we are also spending a good deal of 
funds in disaster loans and feed help and a lot of other things. Some 
of these lands, of course, are in the livestock areas as I understand it. 
Of course, the great need of the livestock producers of the Nation is 
for improved rangeland. It is just my hope that we might be able to 
make some headway in insisting that on lands that are grazing lands, 
we improve the condition of them as rangelands and discourage 
their being broken up for other purposes. That is my hope. As 
Mr. Williams has indicated, he has made a study of these lands. 
I trust in the administration of these funds, bearing in mind the 
expenditure of other funds in the same area because of the drought, 
that we will attempt to make it rangelands. Since we are using Federal 
funds, we should use any proper compulsion to return it to its proper 
status as rangelands. 

Mr. Scorr. Mr. Horan, the Department is very conscious of the 
need and importance of what you just stated. We are trying to 
carry forward on that in all of our activities in these States. To 
illustrate, Farmers’ Home Administration in these areas works closely 
with the Soil Conservation Service and knows its views about the 
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best use of these lands. In the approval of loan applications and the 
purposes for which these loan funds are used, the best land uses 
are constantly kept in mind. It is a firm policy to work with the 
borrowers to get over on to a wise use of land. 

We realize that we:cannot do that immediately in many instances. 
It is a change you have to work into gradually on an individual farm 
basis. But it is a firm policy and I illustrate it only with the one 
agency to point out what we are trying to do. 

Mr. Wuirten. There is no way to use force in connection with it. 

Mr. Scorr. No, sir. 

Mr Wuirten I want to agree with my colleague in his feeling. 

Mr Horan. I do not think we should use force. I want to agree 
with my colleague in his questions and his expressions. You have to 
do that in line with what you say due to the limitation on what you 
can require. 

Mr. Scorr. In each individual case we must try to encourage 
changes into something that will be better for the family and the area 
in the long run. 


PROGRESS» MADE IN CONSERVATION PRACTICE 


Mr. Witut1ams. Might I make one additional comment, Mr. Chair- 
man? We need to realize that there has been some tremendous 
progress made in conservation in that area. It is not a hopeless 
situation by any means in terms of the total picture. In fact, in the 
very worst of the Dust Bowl section of the 1930’s, which centered 
pretty much around the Panhandle of Texas and Oklahoma, a good 
bit of that land, in fact, several million acres of it, was in the worst 
condition then and is now well tied down in terms of having been 
converted back to a grassland agriculture. The critical area now 
has shifted from that area farther to the north, up into the southeast 
corner of Colorado, a little more of the corner of Kansas, and some 
more in New Mexico, and a little farther south down in Texas into 
the lighter soil area. But farmers have proven conclusively that on 
the better soils they can do a job out there of holding the lands when 
they practice conservation. 


USE OF FUNDS REQUESTED FOR WORK ALREADY DONE 


Mr. MarsHa.t. Mr. Scott, you state the funds appropriated under 
this head in the Third Supplemental Appropriation Act of 1954 
remain available in December 31, 1954. Will that permit the Federal 
Government to make expenditure for work which is done in 1955 
prior to the passage of the bill? 

Mr. Scorr. Up to this time, Mr. Marshall, as I understand it, the 
States do have their regular ACP funds which they are using. The 
work is going along, they are approving practices on individual farms. 
We think the emergency appropriation should be used to supplement 
the regular funds. 

Mr. MarsHa.u. So there would be no question if a State went 
ahead at the present time with their work, that this fund could be used 
as needed by that State even though the work may have been done 
prior to the passage of this act? 





472 


Mr. Scorr. May I ask Mr. Ritchie to comment on just how that 
is going to work out? 

Mr. Rrrcuiz. That would be correct. In checking! with the States, 
as Mr. Scott pointed out, the conditions have been such up to this 
point that not very much work has been done and of course we hope 
that we can utilize the fund for the future but we recognize that if 
quite a bit of work has to be done say in the next week or 10 days or 
2 weeks before some action is taken on this, that we would have a 
responsibility to look back and try to help equitably in those cases. 

Mr. Wurrren. Don’t you think it would be advisable to amend the 
language to provide that this shall be available for work carried out 
during the calendar year 1955? 

Mr. Wuee ter. I think if we read just beyond the point where 
Mr. Marshall stopped: 
shall remain available until December 31, 1955, to enable the Secretary of Agri- 
culture to make payments to farmers who carry out emergenev wind erosion 
control measures under the 1955 agricultural conservation program 

Mr. Wutrren. Do you think that would be broad enough? 

Mr. Wuee.er. I think so. 

Mr. Rirenie. Under the 1954 program, with similar wording in 
the other item, we were able to give some retroactive approvals. 


NEED FOR EARLY PREVENTIVE ACTION 


Mr. MarsHauu. The practical time for the farmer to do this work 
would be this time of the year? 

Mr. Rircure. In many cases. 

Mr. Marswatu. The establishment of any grass or legumes, to 


take advantage of the spring moisture is important. I would like to 
have it clear enough in order that the States will go ahead and push 
this work as much as possible because it is pretty necessary to see 
that conservation to prevent wind erosion is done as rapidly as 
possible. 

Mr. Scorr. Mr. Marshall, we have done a good deal of advance 
thinking and planning about this. Mr. Ritchie you check me, but as 
I understand it, we can get this into effect just as soon as it becomes an 
authority we can use. 

Mr. WHEE Er. In other words, the regular ACP funds that have 
already been distributed to these particular States under the regular 
formula, are being used for these special practices in these areas. 
Now, this would supplement the total amount that would otherwise 
be available in these six critical States, so I do not think there is a real 
problem of retroactivity on this, particularly if fairly quick action is 
taken on it. Last year, the appropriation was not available until 
i ay 1l. We are getting a faster start on these supplemental funds 
this. year. 


DELETION OF PROVISION REQUIRING GOVERNOR’S RECOMMENDATION 


Mr. Natcuer. Mr. Chairman—Mr. Scott, in your statement you 
point out two proposed language changes. What is the reason for the 
second change? 

Mr. Scorr. The omission of the recommendation on the part of 
the governor? It is because we felt that this program could best be 
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administered along regular lines by the same folks who administer 
the regular ACP funds and soil conservation practices. It is not a 
requirement that the governor recommend these programs. We 
work very closely with the governors in all of these disaster areas, but 
to formalize it and get their recommendation we felt was unnecessary. 
| had a-discussion yesterday afternoon with one of the governors who 
was in, and there was no indication that he felt he should participate 
to this extent. The many contacts I have had with governors in the 
drought States is my basis for making the statement that I do not 
think they would consider it essential or necessary that they recom- 
mend the areas in which the emergency funds be used. 

Mr. Nartcuer. This past year, 1954, did the arrangement whereby 
the governors recommended the counties work satisfactorily? 

Mr. Scorr. Mr. Ritchie, you had better answer that. 


WORKING AGREEMENT WITH GOVERNORS 


Mr, Rircuie. We had no difficulty with it. The governors gen- 
erally discussed the need with the Federal agencies responsible for 
administration of the program and got from them the counties they 
felt were in need of this program and recommended them. We did 
not have any disagreements between the Federal agencies and the 
State government as to what should be included. 

Mr. Scorr. May I comment? We do have in some of our emer- 
gency drought programs the requirement that the governors initially 
make the recommendation. In practice, they always do just what 
Mr. Ritchie has said. The recommendations are shaped up by our 
folks and the State people so we have the same folks here who really 
formulate the recommendations for the governor. We look upon it 
as an unnecessary step. 


PAYMENTS IN EXCESS OF LIMITATION 


Mr. Natcuer. Mr. Scott, you further point out that during the 
year 1954 only 2 cases were approved for payments of more than 
$1,500 each. At the present time, if this supplemental is approved, 
I believe the agricultural stabilization and conservation committees 
have the authority and will have the authority to recommend addi- 
tional amounts, is that correct? 

Mr. Rrrcuiz. Under this money, yes. 

Mr. Natrcuer. Assuming the recommendation is made by the agri- 
cultural stabilization and conservation committees will this then make 
it mandatory? Will that have to be accepted or will it be reviewed by 
the Department or by the Secretary and then passed upon? 

Mr. Rircute. We have vested in the State agricultural conserva- 
tion committee the right to waive or extend the $1,500 limitation on 
this money in the cases where they believe it is essential in order for 
the work to get done. We have placed that authority with them, 
but the experience this past year indicates there are relatively few 
cases where there is a need of using it. 

Mr. Narcuer. This past year you had a right to take into considera- 
tion extreme hardship cases and pay out more than the $1,500, is that 
correct? 

Mr. Rircuig. Yes, sir. 
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Mr. Natcuer. The same would apply this year. 

Mr. Rircuie. Yes, sir. 

Mr. Narcuer. What I have in mind is this, if the agricultural 
stabilization and conservation committees make a recommendation, 
is that mandatory? Would:you arbitrarily accept it? 

Mr. Rircuiz. Well, in order to decentralize the authority to them, 
we vested in that committee last year the right to make that determi- 
nation. If they made it, it was made and we did not require them to 
get our prior approval of it. And I think we would be likely to do that 
again based on our experience because experience is that they are 
pretty careful with these determinations when they make special 
exceptions under the programs. 

Mr. Natcuer. That would be your committee, local committee, 
would it not? 

Mr. Rircuis. Yes, sir. 

Mr. Wueever. The county committee would have to get approval 
of the State committee. 

Mr. Natcuer. That is what I mean. It is a local matter within 
the State. 

Mr. Rrrcute. That is right. 

Mr. Natcuer. When it comes through the county and the State 
committee the amount recommended would be paid out; is that 
correct? 

Mr. Rircuisg. Yes, sir. 

Mr. Natcuer. How do you feel about that, Mr. Scott; is that the 
best system? 

Mr. Scorr. I have understood that the administrative officials 
here were keeping closely in touch, by reports and contacts they have 
with them continually, as to the manner in which this authority was 
being administered. I think, and I am sure Mr. Ritchie agrees with 
me, that it is something that needs to be watched. Where there is 
a good justification for the waiving of this $1,500 limitation we believe 
it should be waived so they can go right ahead and get the work done, 
but we think it ought to be only in good, justifiable circumstances. 
We feel that the State committees, from our experience with them, 
are being very careful in handling these unusual transactions, 
particularly this one. 

Mr. Narcuer. That. is all, Mr. Chairman. 

Mr. ANDERSEN. Mr. Chairman, I have no questions but I do-want 
to say that it seems to me that this has been a good presentation. 

Mr. Wuirren. If there are no other questions, then, gentlemen, we 
thank you for your testimony and for your presentation of this matter. 

This would appear to be a problem that may have some long-range 
aspects. We trust the Department will give its attention to it, and 
we will have the benefit of any long-range recommendations which 
the Department might have. Perhaps there should be a State-Federal 
approach. I have reference to something larger, something on the 
order of the shelter-belt approach or something of that sort. 

We invite a report to this committee anywhere along the line that 
any such plans might crystallize. If we can head off a reoccurrence 
of what has happened back in past years on this, it would be a good 
investment. 

Mr. Scorr. We welcome the opportunity to talk to you about it. 
There are some really difficult problems involved in this area, and we 
would certainly welcome your advice. 
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